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SECURITIES INVESTOR PROTECTION ACT 





SECURITIES INVESTOR PROTECTION ACT OF 1970 
Rel. No. 5/July 25, 1973 


ADOPTION OF RULE S6d-1 UNDER THE SECURITIES 
INVESTOR PROTECTION ACT OF 1970 RESPECTING 
COMPLETION OF OPEN CONTRACTUAL COMMIT- 
MENTS 


The Securities and Exchange Commission today an- 
nounced that it has adopted Rule S6d-1 and the forms 
thereunder under the Securities Investor Protection Act of 
1970 (SIPC Act), effective immediately. The rule and 
forms were published for comment on December 31, 
1972 in Securities Investor Protection Act Release No. 21 
The Commission has considered the comments received in 
response to that release and now adopts that rule and the 
forms thereunder as set forth below. The changes in the 
rule and forms are mainly clarifying in nature, with some 
exceptions noted below. 


Rule S6d-1 


Section 6(d)(1) of the SIPC Act provides for the comple- 
tion by a SIPC Act trustee of those “open contractual 
commitments” of the debtor in which a customer had an 
interest. Rule S6d-1 places certain limitations on what 
open contractual commitments of a SIPC Act debtor shall 
be eligible for completion. The rule provides that it is not 
in the public interest for the trustee of a SIPC Act debtor 
to complete open contractual commitments of the debtor 
consisting of fails to receive and fails to deliver as defined 
in the rule open on the filing date “ unless such fails were 
promptly bought-in or sold-out by the other broker-dealer 
and certain reports made to the trustee in accordance with 
the provisions of the rule. 


The rule does not affect the rights and responsibilities of 
the trustee regardiiig the completion of those open con- 
tractual commitments under Section 6(d) of the SIPC Act 
which are not described in paragraph (a) of the rule. 


As the legislative history of the SIPC Act indicates, Con- 
gress provided the Commission broad rulemaking authority 
to determine how open contractual commitments should 
be handled to best serve the public interest. 4 The opera- 
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tion and interpretation of Section 6(d)(1) has presented a 
great deal of difficulty, not only in determining condi- 
tions under which specific types of open contractual com- 
mitments may be completed by the trustee but also in de- 
termining what constitutes an open contractual commit- 
ment for purposes of the section. Moreover, a number of 
fraudulent open contractual commitments have been pre- 
sented to trustees. As experience has been acquired in 
liquidating firms under the SIPC Act, a better assessment 
of how to deal with specific types of commitments can be 
made. Because the open contractual commitments to 
which the rule addresses itself, i.e. fails to receive and fails 
to deliver, constitute the vast majority of all commitments 
falling within the ambit of Section 6(d)(1) of the SIPC 
Act, the Commission felt clarification in that area first 
would prove most beneficial. The Commission recognizes 
that certain problems have not been dealt with. In partic- 
ular the rule does not address itself to transactions which 
are cleared through a clearing organization which inter- 
poses itself as principal between brokers in the settlement 
of securities transactions. Also, certain types of commit- 
ments, for example underwriting commitments or when 
issued trades, are not dealt with by the Rule. 5 These and 
other problems require further investigation and the Com- 
mission intends to continue to study such problems with 
a view toward a further exercise of its rulemaking power 
under Subsections 6(d)(1) and 6(d)(2) of the SIPC Acct if 
that appears to be appropriate. 


In the overview, the purpose of the rule is to complete 
only those fails to receive and fails to deliver described in 
paragraph (a) of the rule which: 


(i) arose from a current transaction in which the other 
broker was acting as an agent for a customer or the other 
dealer was acting for a customer in certain narrowly de- 
fined principal transactions; 


(ii) are not stale as of the filing date; 


(iii) are bought-in, sold-out, or closed by delivery of 
funds and securities, promptly in accordance with the pro- 
visions of the rule; and 


(iv) are reported promptly to the trustee and supported 
by appropriate documentation. 


To be current, a failed to receive or failed to deliver as de- 
fined in paragraph (a) must have a settlement date not 
more than 30 calendar days prior to or 5 business days 
subsequent to the filing date and have a related trade date 
not more than five business days prior to such settlement 
date. In this rule the Commission intends to close off stale 
transactions from receiving recognition, other than as a 
possible claim against the debtor’s estate. Discouraging 
open fails has been an objective of the Commission in 
numerous other rules recently promulgated by it, and 
Rule S6d-1 further implements that concept. Transactions 
which are executed on a “‘when issued”’ basis would not 
be within the ambit of the rule and would be left to exist- 
ing statutory procedures. 


The net money difference payable to the other broker or 
dealer in regard to the buy-in or sell-out of transactions is 
limited to $20,000 with regard to open contractual com- 
mitments for any separate customer account. 6 At pres- 
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ent, Section 6(d) contains no specific limitation on the 
amount which the trustee shall expend upon the comple- 
tion of open contractual commitments. The Commission 
and SIPC have been concerned that without the $20,000 
limitation in the rule, the fund administered by SIPC de- 
rived from assessments upon broker-dealer members with 
a one billion dollar back-up by the United States Treasury, 
could be seriously eroded by the need for monies to com- 
plete open contractual commitments. It is doubtful that 
Congress intended that another broker-dealer should re- 
ceive unlimited protection in regard to transactions for his 
customers when it provided that customers of the debtor 
were to receive from SIPC advances not more than 
$50,000 with regard to unsatisfied claims for securities 
and cash, and not in excess of $20,000 for claims for cash 
as distinct from securities. Accordingly, the rule sets a 
$20,000 limitation on the net money difference payable 
to a broker-dealer as the result of the buy-in or sell-out of 
open contractual commitments for any separate customer 
account. 


A net money difference resulting from the buy-in or sell- 
out of open contractual commitments would be paid by 
the trustee to another broker-dealer with respect to any 
separate customer account only if that broker-dealer prop- 
erly disposed of all qualified open contractual commit- 
ments with respect to such separate customer account and 
filed the required reports in accordance with the time 
limitations of the rule. 


In determining whether a particular commitment should 
be completed, the term customer is limited to a person 
who is not (1) a broker-dealer, (2) a person who has a 
relationship to the debtor or the other broker-dealer of 
the types set forth in Section 6(f)(1)(C) of the Act, 7 or 
(3) a person who has a claim for property which property 
was part of the capital of such other broker-dealer or was 
subordinated to the claims of the creditors of such other 
broker-dealer. 


Only transactions in which a customer had an interest are 
eligible to be completed. A customer is deemed to have an 
interest if a broker was acting as agent for the customer 
or if a dealer, who is not a market maker in the security 
in question, held a firm customer's order to buy or sell 
and prior to executing such order with the customer, and 
in connection therewith, purchased or sold the same or a 
lesser number of shares from the debtor. 


In determining whether a customer had an interest in the 
transaction out of which an open contractual commit- 
ment arose, a broker-dealer who maintains his records on 
a specific identification basis is required to prove to the 
satisfaction of the trustee and with appropriate supporting 
documentation that a customer in fact had such an inter- 
est and that such interest was not sold prior to the filing 
date to the same broker or dealer. 


Where a broker or dealer maintains his records on other 
than a specific identification basis he must allocate the 
fails to receive and fails to deliver between customer and 
firm positions in a manner consistent with that used prior 
to the filing date to allocate such fails for purposes of 
computing the special reserve bank account requirement 
for purposes of Rule 15c3-3 under the Securities 
Exchange Act of 1934, and present the trustee with 
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appropriate supporting documentation. 


In the event that a broker or dealer did not fall within 
either of these categories, the allocation could be on any 
basis which the trustee found to be fair and equitable. 


Procedurally, open contractual commitments would be (i) 
completed at the option of the trustee by the delivery of 
funds against receipt of securities or the delivery of secu- 
rities against receipt of funds within thirty days after set- 
tlement date unless previously bought-in or sold-out by 
the other broker-dealer, or (ii) bought-in or sold-out by 
the other broker or dealer within or promptly upon the 
expiration of a period of thirty days after settlement date. 


Where a commitment was not completed by either of the 
above methods the commitment could be disposed of by 
any method which the trustee in his discretion felt would 
most benefit the estate of the debtor. 8 


Despite any payment of a net money difference made by 
the trustee or the transmittal by the trustee of cash or 


securities to a broker-dealer in completion of an open con- 


tractual commitment, the trustee would be entitled to re- 
cover such money and securities from the other broker- 
dealer or to obtain damages or other remedies in the con- 
text of a court proceeding if the court should find that a 
transaction was not entered into by the debtor, the other 
broker-dealer or his customer in the ordinary course of 
business or was entered into by any of the parties for the 
purpose of creating a commitment in contemplation of a 
possible SIPC Act liquidation proceeding. 


Irrespective of the various prescribed conditions and pro- 
cedures of the rule, upon application from SIPC or the 
trustee or upon its own motion, and in order to avoid a 
substantial detrimental impact upon the financial condi- 
tion of one or more broker-dealers the Commission may, 
upon a finding that it is in the public interest, order com- 
pletion of any open commitment. 


The Forms 


Promptly upon the publication of notice by the trustee, 
pursuant to Section 6(e) of the Act, of the initiation of 
the liquidation of the debtor, each broker-dealer who has 
open contractual commitments of the type described in 
paragraph (a) of the rule is required to report the exist- 
ence of such commitments to the trustee on Forms 
S6(d)A-1 9 and S6(d)A-2. 10 


Upon the expiration of 45 days after filing date 11 each 
broker-dealer filing Forms S6(d)A-1 and 2 is required to 
file Form S6(d)B listing those commitments which have 
been bought-in or sold-out and Forms S6(d)C-1 12 and 


$6(d)C-2 13 reconciling all open contractual commitments. 





10n January 24, 1973, in Securities Investor Protection 
Act Release No. 3, the Commission extended the com- 
ment period on the proposal to February 24, 1973. 


2Filing date is defined in Section 5(b)(4)(B) of the 
SIPC Act. 


30r, at the option of the trustee, completed by the de- 
livery of securities against receipt of payment or the re- 
ceipt of securities against the payment of funds. 


4”Experience may show that there are certain types of 
customer transactions which should not be completed, and 
certain types of non-customer transactions which should 
be completed. The Commission is therefore given rulemak- 
ing authority to prohibit or direct completion of these 
types of transactions.” H.R. Rep. 91-1613, 91st Cong. 2d 
Sess. (1970), p. 9 


5Such transactions would be dealt with as provided 
under the statutory procedures of Section 6(d) of the 
SIPC Act. 


6Separate customer account is defined in the SIPC Act 
and in the Series 100 Rules thereunder. 


7Section 6(f)(1)(C) provides that no advance of funds 
shall be made by SIPC to the trustee “‘to pay or otherwise 
satisfy, directly or indirectly, any claims of any customer 
who is a general partner, officer, or director of the debtor, 
the beneficial owner of 5 per centum or more of any class 
of equity security of the debtor (other than a non-con- 
vertible stock having fixed preferential dividend and liq- 
uidation rights) or limited partner with a participation of 
5 per centum or more in the net assets or net profits of 
the debtor....” 


8Because funds or securities in the single and separate 
fund may be used to complete open contractual commit- 
ments, the trustee would be benefitting mainly public 
customers of the debtor. 

9F or fails to deliver. 

10F or fails to receive. 

111f by the 45th day notice pursuant to Section 6(e) has 
not yet been published then as soon thereafter as prac- 
ticable. 


12For fails to deliver. 


13For fails to receive. 





Text of Rule S6d-1 and the Forms Thereunder 


Rule S6d-1 — Completion of Open Contractual Commit- 
ments 


(a) Definitions For the purpose of this rule, adopted pur- 
suant to subsection 6(d) of the Securities Investor Protec- 
tion Act of 1970 (hereinafter referred to as “‘the Act’’): 


(1) The term “‘failed to receive’’ shall mean a contrac- 
tual commitment of the debtor made in the ordinary 
course of business, to pay to another broker or dealer the 
contract price in cash upon receipt from such broker or 
dealer of securities purchased, provided that the respective 
obligations of the parties remained outstanding until the 
close of business on the filing date as defined in Section 
5(b)(4)(B) of the Act (hereinafter referred to as 
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the “‘filing date’). 


(2) The term “failed to deliver’’ shall mean a contrac- 
tual commitment of the debtor, made in the ordinary 
course of business, to deliver securities to another broker 
or dealer against receipt from such broker or dealer of the 
contract price in cash, provided that the respective obliga- 
tions of the parties remained outstanding until the close 
of business on the filing date. 


(3) The term “open contractual commitment” shall 
mean a failed to receive or a failed to deliver which had 
a settlement date prior to the filing date and the respec- 
tive obligations of the parties remained outstanding on 
the filing date or had a settlement date which occurs on 
or within five business days subsequent to the filing date; 
provided, however, that the term open contractual com- 
mitment shall not include any contractual commitment 
for which the security which is the subject of the trade 
had not been issued by the issuer as of the trade date. 


(4) The term “‘customer” shall mean a person (other 
than a broker or dealer) in whose behalf a broker or deal- 
er has executed a transaction out of which arose an open 
contractual commitment with the debtor, but shall not in- 
clude any person to the extent that such person at the 
filing date (i) had a claim for property which by contract, 
agreement or understanding, or by operation of law, was 
a part of the capital of the broker or dealer who executed 
such transaction or was subordinated to the claims of 
creditors of such broker or dealer, or (ii) had a relation- 
ship with the debtor which is specified in Section 6(f)(1) 
(C) of the Act, or had a corresponding relationship with 
such other broker or dealer. 


(b) It is hereby determined to be “‘in the public interest,” 
within the meaning of Section 6(d)(2) of the Act, for a 
trustee to complete such open contractual commitments 
as are specified in paragraph (c) below in accordance with 
the procedures prescribed in this rule, irrespective of 
whether a customer did or did not have an interest there- 
in; and, except as otherwise provided in paragraphs (h) 
and (i), it is also hereby determined to be ‘‘not in the 
public interest,”” within the meaning of Section 6(d)(1) of 
the Act, for a trustee to complete such open contractual 
commitments as are described in paragraph (a)(3), other 
than those specified in paragraph (c). 


(c) An open contractual commitment shall be completed 
if: 


(1) the open contractual commitment: 


(A) arises from a transaction in which a customer 
(as defined in this rule) of the other broker or dealer had 
an interest. For purposes of this rule a customer is deemed 
to have an interest in a transaction if (i) the other broker 
was acting as agent for the customer or (ii) the other 
dealer was not a market maker in the security involved, to 
the extent such other dealer held a firm order from the 
customer and in connection therewith (x) in the case of a 
buy order, prior to executing such customer’s order pur- 
chased as principal the same number of shares or pur- 
chased shares to accumulate the number of shares neces- 
sary to complete the order or (y) in the case of a sell 
order, prior to executing such customer’s order sold 
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the same number of shares or a portion thereof; and 


(B) (i) had a settlement date on or with 30 calendar 
days prior to the filing date and the respective obligations 
of the parties remained outstanding on the filing date or 
had a settlement date which occurs on or within five busi- 
ness days subsequent to the filing date; and 


(ii) had a trade date on or within five business days 
prior to such settlement date; and 


(2) the other broker or dealer can establish to the 
satisfaction of the trustee through appropriate documenta- 
tion that: 


(A) In the case of a broker or dealer who maintains 
his records on a specific identification basis: 


(i) the open contractual commitment arose out of a 
transaction in which his customer had such an interest, and 


(ii) in the case of a failed to deliver of the debtor, 
as of the filing date such broker’s or dealer’s customer's 
interest had not been sold to such broker or dealer; or 


(B) In the case of a broker or dealer who maintains 
his records other than on a specific identification basis, 
that he has determined that a customer had such an in- 
terest in a manner consistent with that used by such 
broker or dealer prior to the filing date to allocate fails 
to receive and fails to deliver in computing the special re- 
serve bank account requirement pursuant to the provisions 
of Rule 15c3-3 under the Securities Exchange Act of 
1934; or 


(C) In the case of a broker or dealer not described 
in clauses (A) or (B) of this subparagraph (c)(2) that he 
has made the determination in a manner which the trustee 
finds to be fair and equitable. 


(d)(1) The completion of an open contractual commit- 
ment meeting the requirements of paragraph (c) shall be 
effected only: 


(A) by the buy-in or sell-out of the commitment by 
the other broker or dealer in accordance with the usual 
trade practices initiated by the other broker or dealer 
within or promptly upon the expiration of a period of 
30 calendar days after settlement date; or 


(B) at the option of the trustee by the delivery of 
securities against receipt of the contract price or payment 
of the contract price against the receipt of securities at 
any time within thirty calendar days after settlement date 
unless the commitment previously has been bought-in or 
sold-out in accordance with clause (A) above; or 


(C) in the event of the refusal of the other broker 
or dealer to accept completion of an open contractual 
commitment in accordance with clause (B) above, or the 
failure of the other broker or dealer to promptly buy-in 
or sell-out a commitment in accordance with clause (A) 
above, or in the event of the failure of the other broker 
or dealer to provide the trustee with appropriate docu- 
mentation as required by this rule, by delivery of securi- 
ties against receipt of the contract price or payment of the 
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contract price against receipt of securities, or the buy-in 
or sell-out of the commitment or cancellation of the com- 
mitment or otherwise, as may be appropriate, as the 
trustee in his discretion believes will most benefit the 
estate of the debtor. 


(2) In the event of a close-out of an open contractual 
commitment pursuant to clause (A) of subparagraph 
(d)(1), the money difference resulting from such close-out 
shall be payable by the other broker or dealer to the 
trustee or by the trustee to the other broker or dealer, 
whichever would be entitled to receive such difference 
under the usual trade practices; provided, however, (i) 
that prior to the payment of any such money difference 
by the trustee to such other broker or dealer with respect 
to transactions executed by such other broker or dealer 
for any separate customer account, all open contractual 
commitments with respect to such account which meet 
the requirements of paragraph (c) must have been com- 
pleted by the delivery of securities against receipt of the 
contract price, or by payment of the contract price 
against receipt of the securities in conformity with clause 
(B) of subparagraph (d)(1), or by buy-in or sell-out in 
conformity with clause (A) of subparagraph (d)(1), and 
(ii) that the net amount so payable by the trustee to the 
other broker or dealer shall not exceed $20,000 with re- 
spect to any separate customer account. 


(e)(1) As soon as practicable after publication pursuant to 
Section 6(e) of the Act of notice of the commencement 
of proceedings, a broker or dealer who has executed 
transactions out of which arose open contractual commit- 
ments with the debtor shall furnish to the trustee such in- 
formation with respect to all open contractual commit- 
ments meeting the requirements of paragraph (c) (includ- 
ing any of such commitments which have been bought-in 
or sold-out by the broker or dealer), as called for by 
Forms S6(d)A-1 and S6(d)A-2 including appropriate sup- 
porting documentation. 


(2) Promptly upon the expiration of 45 calendar days 
after the filing date, or if by the expiration of such 45-day 
period notice pursuant to Section 6(e) of the Act of the 
commencement of proceedings has not been published, 
then as soon as practicable after publication of such 
notice, a broker or dealer who had executed transactions 
in securities out of which arose open contractual commit- 
ments with the debtor shall furnish to the trustee such 
information with respect to the buy-in, sell-out or other 
status of open contractual commitments meeting the fe- 
quirements of paragraph (c) as called for by Forms 
$6(d)B, S6(d)C-1 and S6(d)C-2 including appropriate sup- 
porting documentation, and schedules. 


(f)(1) Nothing stated in this rule shall be construed to 
prejudice the right of a broker or dealer to any claim 
against the debtor’s estate, or the right of the trustee to 
make any claim against a broker or dealer, with respect 
to a commitment of the debtor which was outstanding on 
the filing date, but (A) which is not described in para- 
graph (a)(3), or (B) which, although described in para- 
graph (a)(3), does not meet the requirements specified in 
paragraph (c) or was not completed in accordance with 
paragraph (d) or was not reported to the trustee in con- 
formity with paragraph (e) or was not supported by ap- 
propriate documentation. 


(2) Nothing stated in this rule shall be construed to 
prejudice the right of a broker or dealer to a claim 
against the debtor's estate for the amount by which the 
money difference due the broker or dealer upon a buy-in 
or sell-out may exceed the amount paid by the trustee to 
such broker or dealer. 


(g) Notwithstanding the fact that an open contractual 
commitment described in paragraph (a)(3) meets the re- 
quirements of paragraph (c) and the other requirements 
of this rule, a Court shall not be precluded from cancell- 
ing such commitment, awarding damages, or granting such 
other remedy as it shall deem fair and equitable if, on 
application of the trustee or the Securities Investor Pro- 
tection Corporation (““SIPC’’), it determines that such 
commitment was not entered into in the ordinary course 
of business or was entered into by the debtor, or the 
broker or dealer or his customer, for the purposes of 
creating a commitment in contemplation of a liquidation 
proceeding under the Act. Such a determination shall be 
made after notice and opportunity for hearing by the 
debtor, such broker or dealer, or such customer, and may 
be made before or after the delivery of securities or pay- 
ment of the contract price or before or after any buy-in 
or sell-out of the open contractual commitment, or other- 
wise. 


(h) Upon application to the Commission by SIPC or the 
trustee or upon its own motion, the Commission may, 
after notice and opportunity for hearing by interested per- 
sons find it to be in the public interest, in order to pre- 
vent a substantial detrimental impact upon the financial 
condition of one or more brokers or dealers, for the trus- 
tee to complete an open contractual commitment, irre- 
spective of whether it is described in paragraph (a)(3) or 
meets the requirements of paragraph (c) or has been re- 
ported in conformity with paragraph (e), or is supported by 
appropriate documentation. 


(i) Nothing contained in this rule shall be construed as af- 
fecting in any way the power of the trustee (1) to complete, 
in such manner as may be approved by the Court, an open 
contractual commitment of the debtor not described in 
paragraph (a)(3), the completion of which, apart from 
this rule, is authorized or required by Section 6(d) of the 
Act, or (2) to complete an open contractual commitment 
of the debtor, regardless of whether it is described in para- 
graph (a)(3) or meets the requirements of paragraph (c) 
or has been reported to the trustee in conformity with 
paragraph (e), to the extent that such commitment is 
completed with property which constituted specifically 
identifiable property on the filing date of the customer of 
the debtor for whose account the commitment was made, 
or was paid or delivered by or for the account of such 
customer to the debtor or trustee after the filing date. 
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Form $6(d)A-1 





NOTIFICATION OF OPEN CONTRACTUAL COMMITMENTS 
AT FILING DATE CONSISTING OF FAILS TO DELIVER 
(See Note 1) 


i 


Date 





TO: » Trustee of , Debtor, in Liquidation 








RS ee 


FROM: 





ADDRESS : 





TELEPHONE NO,: 





PERSON OR PERSONS TO CALL FOR FURTHER INFORMATION: 





2 
At the close of business on , the "filing date" with respect to the Liquidation 
Proceedings for the above-mentioned Debtor,” we were failing to deliver to the Debtor the below-listed 
securities, with respect to trades in which our customer(s) had an interest* for which the settlement date of 
the trades occurred either on or within 30 calendar days prior to or on or within 5 business days subsequent 
to the filing date noted above and for which the related trade date occurred on or within five business 
days prior to such settlement date. 








Customer > Dates No. of Unit Contract 6 
Name Account Number Trade Settlement CUSIP Number Security Description Units Price Amount Status 





The undersigned represents that none of the customers whose trades are listed above (i) had a claim for 
property which by contract, agreement or understanding, or by operation of law was a part of the capital of 
the undersigned or was subordinated to the claims of creditors of the undersigned, or (ii) had a relationship 
with the Debtor which is specified in Section 6(f)(1)(C) of the Securities Investor Protection Act’, or had a 
correspoming relationship with the undersigned. The undersigned further represents that all contractual 
commitments consisting of fails to deliver which meet the requirements of Paragraphs (a) and (c) of 
Rule S6d-1 of the Securities and Exchange Commission are included above. 





(Broker-Dealer) 
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(Authorized Signature and Title) 








Form $6(d)A-2 





NOTIFICATION OF OPEN CONTRACTUAL COMMITMENTS 
AT FILING DATE CONSISTING OF FAILS TO RECEIVE 
(See Note 1) 
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Date 
TO: » Trustee of » Debtor, in Liquidation 
FROM: 
ADDRESS : 
TELEPHONE NO.: 
PERSON OR PERSONS TO CALL FOR FURTHER INFORMATION: 
At the close of business on , the "filing date" with respect to the Liquidation 





Proceedings for the above-mentioned Debtor, we were failing to receive from the Debtor the below- 
listed securities, with respect to trades in which our customer(s) had an interest* for which the 
settlement date of the related trades occurred either on or within 30 calendar days prior to or on or 
within five business days subsequent to the filing date noted above and for which the related trade 
date occurred on or within five business days prior to such settlement date. ; 


Customer > Dates Security No, of Unit Contract 
Name Account Number Trade Settlement CUSIP Number Description Units Price Amount Status®° 








The undersigned represents that none of the customers whose trades are listed above (i) had a claim 
for property which by contract, agreement or understanding, or by operation of law, was a part of the 
capital of the undersigned or was subordinated to the claims of creditors of the undersigned, or (ii) had 
a relationship with the Debtor which is specified in Section 6(f)(1)(C) of the Securities Investor 
Protection ally = had a corresponding relationship with the undersigned. The undersigned further 
represents that all contractual commitments consisting of fails to receive which meet the ir 
of Paragrapts (a) and (c) of Rule S6d-1 of the Securities and Exchange Commission are mime aa 





(Broker-Dealer) 





(Authorized Signature and Title) 
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SSS... SS 
Form S6(d)B 
SUMMARY OF BUY-INS OR SELL-OUTS OF OPEN CONTRACTUAL 


COMMITMENTS IN ACCORDANCE WITH PARAGRAPH (d) OF RULE S6d-1 OF 
THE SECURITIES AND EXCHANGE COMMISSION 





(Schedules 1 and 2 to be Attached) 





TO: » Trustee » Debtor, in Liquidation 








FROM: 





ADDRESS : 





TELEPHONE NO,: 





PERSON OR PERSONS TO CALL FOR FURTHER INFORMATION: 





RESULTS OF BUY-INS, SELL-OUTS 





Gains (Owing to Trustee) Losses (Owing by Trustee) Net Money Difference Owing 








Customer Fails to Fails to Fails to Fails to 
Name Account Number Deliver Receive Deliver Receive To Trustee From Trustee 








(Per Sch.1) (Per Sch. 2) (Per Sch.1) (Per Sch. 2) (See Note Below) 


NOTE: If the Schedules filed in support of this Summary, when combined show a net money 

difference owing to you from the Trustee in respect of trades executed with respect to any separate 
customer account, such money difference is payable only if, within or promptly upon the expiration 

of a period of 30 calendar days after the settlement date, there was initiated, in the case of each 
trade in behalf of such account which is subject to Rule S6d-1 (other than trades completed by the 
delivery of securities or payment of the contract price), the buy-in or sell-out of the transaction 

in accordance with usual trade practices. The maximum amount payable by the Trustee to you on account 
of buy-ins and/or sell-outs of trades with respect to any separate customer account is $20,000, subject 
to your right to assert a general claim against the Debtor's estate for any deficiency. 





(Broker-Dealer) 





(Authorized Signature and Title) 
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SCHEDULE 2 
(To be attached to Form S6(d)B) 


OPEN CONTRACTUAL COMMITMENTS AT FILING DATE CONSISTING OF 
FAILS TO RECEIVE BOUGHT-IN IN ACCORDANCE WITH PARAGRAPH (d) 
OF RULE S6d-1 OF SECURITIES AND EXCHANGE COMMISSION 
(See Note 1) 





NAME OF DEBTOR IN LIQUIDATION: 





NAME OF BROKER-DEALER: 





the "filing date’ with respect to Liquidation Proceeding for the above- 


At the close of business on ’ 
mentioned Debtor 3, we were failing to receive from the Debtor the below-listed securities, with respect to trades in 
which our customer(s) had an interest, which fails to receive met the requirements of Paragraph (c) of Rule S6d-1 of 
the Securities and Exchange Commission and which we bought-in as indicated below, in accordance with Paragraph (d) 





of such Rule. 
Buy-in Data 
Trade and Buy-in Buy-in 
Customer 4 Fail Data Settlement Gains Losses 
Account Dates CUSIP Security No. of Unit Contract Date of Unit Buy-in (Owing to (Owing frm 
Name Number Trade Settlement No, Descrip. Units Price Amount the Buy-In Price Proceeds Trustee trustee 














The undersigned represents that none of the customers whose trades are listed above (i) had a claim for 
property which by contract, agreement, or understanding, or by operation of law, was part of the capital of the 
undersigned or was subordinated to the claims of creditors of the undersigned, or (ii) had a relationship with 
the Debtor which is specified in Section 6(f)(1)(C) of the Securities Investor Protection Act, or had a corres- 
ponding relationship with the undersigned. The undersigned further represents that all ©Ontractual commitments 
consisting of fails to receive which meet the requirements of Paragraphs (a) and (c) of Rule S6d-1 of the Securities 
and Exchange Commission which were bought-in are included above. 





(Broker-Dealer) 





‘Authorized Signature and Title) 
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Form $6(d)C-2 





REPORT OF STATUS OF FAILS TO RECEIVE 
PREVIOUSLY REPORTED ON FORM S6(d)A-2 
(See Note 1) 





TO; » Trustee of » Debtor, in Liquidation 








FROM: 





ADDRESS : 





TEL):PHONE NO.: 





PERSON OR PERSONS TO CALL FOR FURTHER INFORMATION: 





Status 3 





Customer ¢ As of Date of Filing 





Account Dates CUSIP Security No. of Unit Contract As Reported on Schedule 2 to 





Name Number Trade Settlement No. Description Units Price Amount Form $6(d)A-2 Form S$6(d)B 





The undersigned represents that all of the fails to receive which were or should have bean reported on Form S6(d)A-2 


are included above. 





(Broker-Dealer) 





(Authorized Signature and Title) 
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SCHEDULE 2 
(To be attached to Form S6(d)B) 


OPEN CONTRACTUAL COMMITMENTS AT FILING DATE CONSISTING OF 
FAILS TO RECEIVE BOUGHT-IN IN ACCORDANCE WITH PARAGRAPH (d) 
OF RULE S6d-1 OF SECURITIES AND EXCHANGE COMMISSION 
(See Note 1) 





NAME OF DEBTOR IN LIQUIDATION: 





NAME OF BROKER-DEALER: 





the "filing date’ with respect to Liquidation Proceeding for the above- 


At the close of business on ’ 
mentioned Debtor 3, we were failing to receive from the Debtor the below-listed securities, with respect to trades in 


which our customer(s) had an interest, which fails to receive met the requirements of Paragraph (c) of Rule S6d-1 of 
the Securities and Exchange Commission and which we bought-in as indicated below, in accordance with Paragraph (d) 





of such Rule. 
Buy-in Data 


Trade and Buy-in Buy-in 
Fail Data Settlement Gains Losses 


Dates CUSIP Security No. of Unit Contract Date of Unit Buy-in (Owing to (Owing fron 
trustee 





Customer 4 


Account 
Name Number Trade Settlement No, Descrip. Units Price Amount the Buy-In Price Proceeds Trustee 











The undersigned represents that none of the customers whose trades are listed above (i) had a claim for 
property which by contract, agreement, or understanding, or by operation of law, was part of the capital of the 
undersigned or was subordinated to the claims of creditors of the undersigned, or (ii) had a relationship with 
the Debtor which is specified in Section 6(f)(1)(C) of the Securities Investor Protection Act, or had a corres- 
ponding relationship with the undersigned. The undersigned further represents that al] Contractual commitments 
consisting of fails to receive which meet the requirements of Paragraphs (a) and (c) of Rule S6d-l of the Securities 
and Exchange Commission which were bought-in are included above. 





(Broker-Dealer) 





‘Authorized Signature and Title) 
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Form $6(d)C-2 





REPORT OF STATUS OF FAILS TO RECEIVE 
PREVIOUSLY REPORTED ON FORM S6(d)A-2 
(See Note 1) 





» Trustee of » Debtor, in Liquidation 








FROM: 





ADDRESS: 





TEL):;PHONE NO.: 





PERSON OR PERSONS TO CALL FOR FURTHER INFORMATION: 





Status 3 





é As of Date of Filing 


Customer “ 
Account Dates CUSIP Security No. of Unit Contract As Reported on Schedule 2 to 


Name Number Trade Settlement No. Description Units Price Amount Form $6(d)A-2 Form $6(d)B 











or should have bean reported on Form S6(d)A-2 


The undersigned represents that all of the fails to receive which were 
are included above, 





(Broker-Dealer) 





(Authorized Signature and Title) 


184/SEC DOCKET 





"JNO-|Jas 40 Ul-ANg pajNosexe Yyoes JO} UOIJeEJUBWINDOP ajzelidoidde 4ay30 

Aue pue uoljewsijuo0d YyiIM 4843060} |-Pg9S ajny jo (9) YydesBeseg ul pauljep se Jsauaju! Ue PeYy J8WO}SND e YSIYM UI apes} e WO1y asOJe Paysi) jie} Yyoee 

}ey} UO!ZISOd INCA yOddNs 0} UO!}e}UBaWINDOP ayelidoidde Yoel “OV Jey} JapUN Pa}dope sajny OO] Sel4aS ay} Ul PUe Jd UOI}D9}01g JO}SAAU] Sal}1INDaS 

ay} 40 (Z)(9)9 UOIIDag UI Paulyap si JUNODe JaWO}SND ajesedas ‘s}No-j|jas 40 sul-Anq YONs Wo} sso] Jeu JO UIeH Yau INOA Puke ‘JuNODIe JaWOYSND ajesedas 
yore JO 4jeYyaq U! S}UaW}IWIWOD jeN}9e4]U09 UadO 40 $}NO-|jas 40 suI-ANq ay} O} JDadse4 YIM Sasso] pue suleB 4NOA ‘dnouB e ul yng ‘Ajayesedas MOUS :p B10N 
‘ayep Buijiy ay} 0} JUaNbasqns sund90 ajep JUBWAI}}eS 84} YOIYM JO} apes} e JO BSED ay} U! Ja}ye9194} SAP SsaUISN BAI} UIYJIM JO UO JO :E BON 

*‘paduawWwod sem Bulpass0oid yons JO pally SEM UOI}IZEad YONS YDIYM UO ajep ay} Ss! ,,azep Buljly,, ay} Uayy 

‘pajiy Sem uOo!}edI;dde YONs YyYoIYM UO a}ep ay} a10jaq PadUaWIWOD sem Buipaad0id YyoIyM pajulodde sem 401qQ9q ay} 40} JOJepINbI| 

JO 993SNJ} ‘J9AI8991 B YOIYM U! a}e}S Aue 4O Sajze1S payius) ey yo Aduabe Aue as0jaq 40 yunoDd Aue u! Buipuad Buipaadoid e jo yOalqns ayy si 403GQaq ay} (1!) 

40 ‘JO\y Aoydnsyueg ay} 4apuN 10}qQ9Qq ay} YsUIeBe 40 Aq ajep YONs a10jaq pajly Sem UOlZIJEd e (1) 
—}1 yey) 1d90xea ‘JW OdIS ey} sapuN Buipsac0ig UoHepinbi7 e Buneniu: payly si UONedijdde ue Yyo!I4yM UO ajep ay} se ,ajep Buljly,, ay} SaUIyap JOW Sy] :Z BION 
“JBAIJ9Q O} Sjle4 JO 1NO-|jas pue aAladay O} sjie4 yO Ul-ANg ay} 40} Pasinbas aie sajnpayoS seyIWIS :| BION 


A(P)9S W404 0} Z puke | sajnpayss 0} sa}0U}004 


,, 401QaP aui JC sziLosd JaU JO S}asse aU ay} UI BOW 4O WN}Uad Jad G JO UO!edIdIJed e YIM JauUjeEd paz) JO (s}Yybiu UONepINbiy pue puapiaip 
jeiuasajaid paxiy Gu,Avy 490s a/QIZBAUOD-UOU eB UBY) 419410) 10JGap ay} yO Ajlingas AjINba 4o ssejd Aue yo asOW JO WNjUad Jad G 4O 4aUMO |jeIDIjaUAaq 
BY} “IOIGSp sy} JO JOYDAIIP JO ‘AadI¥jo ‘JaUJIeEd jes0UABH e,, JO JeY) SI IDW DIS a4} 40 (D)(L)(4)Q UONIDAS UI palyioads 40}Q9Gq AY} YIM diysuONejas ay :/ BION 
‘ajnpayos ayesedas e uo Ajjny ulejd 
-x@ pue ,J9YIO,, aJe7s SNzeIs i@yyo Aue sey }I 4] ,,"UadO,, aJe}s ‘uadoO ||I1}s SI. 1NG D JO “g “W Ul paqiuoSap JeUUeW 9} U! Pasodsip Useq JOU sey apes} ay] ‘G 
‘PaMO WOYM O} pue adUaJajjyIP AaUOW jauU ay} ,,‘1NO-asojD peAejag,, a}e}s ‘apes} By} 40}, aJeEp JUBWAI}JeS ay) Jaye 
Shep sJepuaje? 9g jo Bolsa 2 4o uOnesIAxa ay] PUOA2g $ad1}9eId apes} jeNSN ay} YIM adUepsJOIe UI NOA Aq jNO-pjos JO Ul-jyHNOg Usaq sey apes} aYyL “D 
*NOA O} JO BajsN4} By} O} PaMoO si! adUaJajyIP 
UINS JBYJOYM PUL BdUdIAjLIP ABUOW Jeu ay} ‘Pa}Ndaxa seM jNO-jjas 40 UI-ANg ay} a}ep ay} aj}e}s ‘apei] BY} JO} BJEP JUBWAI}}eS ay} 4a]ye SAeD sepUaje? OF 
$2 poised e jo vonesdxe ay Uuodn AAdwosd 4O UIYIM $891}9e1d apes} JeENSN ay} YIM BDUePsOIIe UI NOA Aq jNO-pjos JO Ul-JyBnog Usaq sey apes} ayy ‘g 
,, Pa1@j|dWOD,, a}e}s ‘saljiundas ay} yO JdIade1 
ysurebe edtud 49e jU0d 94} yo JUuaWAed Bulyew Aq JO adlid 19e1}U09 ay} yo JUuaWAed jsuUleBbe saijiundes yo AsaAijap Aq pejajdwood Ajjnj uaseq sey apes} ayy “VW 
:ayep Bujiy ay} 0} JUaNbasqns 4) :9 a10Ny 
‘VY ey} JapuN paydope sajny OO|L selueS ay} Ul Puke JOY UNNDe}O1g JO}SAAU] SAI}IUNDaS 
ay} $0 (Z)(2)9 UOIIDaS UI PauUljap si JUNODZe JaWO}SND ayesed|s “jUNODIe JaWO}SND ajesedas Yyoea 4O jjyeyaq ul Sapes} ‘dnosB e ur nq ‘Ajayesedas MOUS :G 210K 
‘aunjeuBis 4noA sapadaid Ajajeipaww! yoiym Wwio4 ay} UO YdelBeird ays ul paeqiudsap uossed 
@ 40 Jajeap-18401q e JO JUNODIE ay} 10} Sapes} aPNjou! JOU OG ‘UOISsIWIWOD eHueYdXy puUe Sal}luNDaS ay} JO | -PQS ajNy jo {dj} pve (e} sydesbesey ul peuly 
-@p se }Sasa}u! Ue Pey JBWO SND e YdIYM U! SsaUIsSNG 4O asinod AyeuIpJO ay} Ul BpeW sapes} O} Huljejas sBAIjJap O} Sie} 40 BAISDes 03 Syiey AjUO APNjoU| :~ 3I0N 
‘ayep Buljly ay} 0} JUaNbasqns sindd0 ajyep JUBWAI}}aS BY} YOIYM JO} apes} e JO aSed ay} Ul Ja}jyeasaYy} SAPP SsauUIsSNG 9A1} UIUTIM JO UO JO *E 9ION 
‘paduawwos Bulpaas0id Yyons 4O pajly SEM UO!LIJAad YONS YOIYM UO aieP sj} Sy ,,azep Hurjly,, ay} UaYy 
‘pajly Sem uoljedI|dde ue YdIYM UO a}ep ay} a1OJaq PadUaWILWOD sem Buipaadoid YoIYM paejUIOdde sem .7:G9q 9} 404 4OVepINbI| 
JO 98}SNJ} ‘4J8AI89e4 B YDIYM UI a}e}S Aue JO Saje}S paliuf ayi jo Aduabe Aue as0jaq 40 34n0D Aue ul Builpued Buipasso.id & jo 7efqns ay} Si 490}G9q 9y} (1!) 
JO ‘JO Aoydnsyjueg ay} sapun J10}GQaq ay} YsUIeBe 10 Aq ajep YONs aiojeq pajit seM UcI}IMed e (1) 
—}! 124} 1da0xe ‘JOW ay} JapuN Bulpascosg UOHepiNbi7 e Buljeniu! payly si UoNedijdde ue yoIyM UO ajep ay} se ,,azep Buljlj,, ay} Sautjap OW auy :Z OJON 
“JOAI[9G O} S[1e4 PU aAIaDay O} SjIe4 JO} PasiNbas ase SWIC} UeWIs *1 DON 


Z-W(P)9S W404 puke 1-¥(P)9S W404 0; sHIOUZ0C4 





wo 
ice) 
= 
KE 
Ww 
x 
oO 
12) 
a) 
oO 
uw 
” 








;_ en _—_<> 





a —_— _ 


‘ajnpayos ajesedas e uo Ajjny ulejdxe pue ,Jayjo,, 
a1e1s ‘JO pasodsip asimiayjO Useq sey 1nq UadoO se payiodas JO aAOge g UI Se 1NO-pjos JO UI-jYyBNOg 40 BAOge Vy U! se pa}ejdwWwod Useq JOU sey apes} ay] ‘Gg 


“PayJIWQns si W404 Si4} BJeP ay} UO ssaUIsNq yO aSOjO yo se AjLINDaS 94} YO adI4d JaxseW MOUS PUe ,,UadO,, a}e}s ‘UAadO {]I1S SI apes} BY “D 
1» B(P)9S W404 UO pajioday,, a1e1s ‘g(p)9S W404 0} Z JO | B|NPaYdS UO paysodas Usaq sey pUe 1NO-pjos JO Ul-jYyfNog Useq sey apes} sy, “g 


,, Pe19|dWOD,, a}e1S ‘saljiundes ay} 4O Jdiedes 
ysuseBe adiid 39e1}U09 ay yo yUawWAed Bulyew Aq 10 ad1id j9e4}U09 ay} jo JUaWAed ysuleBe saijyiunoas yo Asanijap Aq payajdwoo Ajjnjy uaeq sey apes ayy “W 


:eyep Buijiy 84} 0} JUaNbasqns 4) :¢ e10KN 


‘JOY 1eY1 JapuN paydope sajny QOL Sal4es 94} UI pue OW UO!) 
-98104q JO}SAAU| S2I11INDGS ay} UI Pauyap S! JUNODDE JaWO SND aJesedas ‘JUNODIe JaWOSND ayeiedes YoRs JO} sapes} dnosb e ul yng Ajeyesedas MOUS :z a10N 


"Jou a4aM Ng Ajanijoedsas Z-W(P)9S W404 JO |-W(P)9S W40Y UO paylod 
“84 U8EG BABY PjNOYs YOIYM aAIaday O} SjIe4 40 4JAAIjaQ 0} sjie4 Aue apNjoU] “4aAI}aQ 0} Sjie4 PUe aAIaDay 0} SjIe4 40} PasINbas ase sLUJOY JeIWIS :| 910N 


Z-O(P)9S W404 puke 1-D(P)9S W404 0} se30U3004 


186/SEC DOCKET 











—_——_-——_—— 


———wes 











Adoption of Rule S6d-1 


Since December 31, 1972, twenty-two firms have been 
placed in SIPC liquidation. The difficulties experienced in 
these liquidations evidence an urgent need for guidance in 
completing open contractual commitments and for stand- 
ard forms for reporting such commitments to the trustee. 
Accordingly, the Commission finds that there is good 
cause and that it is necessary in the public interest and 
for the protection of investors that the foregoing rule be- 
come effective immediately. The Securities and Exchange 
Commission, acting pursuant to the provisions of the 
Securities Exchange Act of 1934 and the Securities In- 
vestor Protection Act of 1970 and particularly Sections 
6(d)(1) and (2) of the Securities Investor Protection Act 
of 1970 and Section 23(a) of the Securities Exchange Act 
of 1934, hereby adopts Rule S6(d)(1) and the Forms 
thereunder as set forth below effectively immediately. 
Accordingly, pursuant to Section 4(c) of the Administra- 
tive Procedure Act, 5 U.S.C. 553(d), it hereby declares 
such amendments effective July 25, 1973. 


Ronald F. Hunt 
Secretary 
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SECURITIES ACT OF 1933 
Rel. No. 5409/July 24, 1973 


FOREIGN RESTRICTED LIST 


The Commission has added City Bank A S, a Denmark 
corporation, to the Foreign Restricted List on the basis 
of the following facts. 


City Bank A S has been advertising in the United States 
offering to pay 9 per cent interest to investors in the 
United States who send money to Denmark to open a 
savings account to be established in Danish kroner in City 
Bank A S in Copenhagen. This constitutes the offering of 
a security that is required to be registered under the pro- 
visions of the Securities Act of 1933. No registration 
statement has been filed or become effective covering the 
securities of City Bank A S. Consequently these public 
offers to sell unregistered securities in the United States 
constitute violations of Section 5 of the Securities Act 

of 1933. 


Accordingly, the Commission has placed City Bank A S, 
incorporated in Denmark, on the Foreign Restricted List. 


A cumulative list of all entities now on the Foreign Re- 
stricted List is as follows: . 


American International Mining (Bahamas) 

Allegheny Mining and Exploration Company, Ltd. (Canada) 
Amalgamated Rare Earth Mines, Ltd. (Canada) 

Antoine Silver Mines, Ltd. (Canada) 

American Mobile Telephone and Tape Co., Ltd. (Canada) 


Antel International Corporation Ltd. (Canada) 

British Overseas Mutual Fund Corporation (Panama) 

Briar Court Mines, Ltd. (Canada) 

Cia. Rio Banano, S. A. (Costa Rica) 

California & Caracas Mining Corp. Ltd. (Canada) 

Canterra Development Corporation Ltd. (Canada) 

Cardwell Oil Corporation Ltd. (Canada) 

Compressed Air Corporation Limited (Bahamas) 

Caribbean Empire Company, Ltd. (British Honduras) 

Cerro Azul Coffee Planation (Panama) 

Continental and Southern Industries, S.A. (Panama) 

Crossroads Corporation, S.A. (Panama) 

Claw Lake Molybderum Mines, Ltd. (Canada) 

Durman, Ltd., formerly known as (Bahamas) 
Bankers International Investment Corporation 

Ethel Copper Mines, Ltd. (Canada) 

First Liberty Fund, Ltd. (Bahamas) 

Golden Age Mines, Ltd. (Canada) 

Hebilla Mining Corporation (Costa Rica) 

lronco Mining & Smelting Company, Ltd. (Canada) 

Jupiter Explorations, Ltd. (Canada) 

J. P. Morgan & Company, Ltd., of London, England 

Klondike Yukon Mining Company (Canada) 

Kenilworth Mines, Ltd. (Canada) 

Kokanee Moly Mines, Ltd. (Canada) 

Land Sales Corporation (Canada) 

Lynbar Mining Corp., Ltd. (Canada) 

Northland Mines, Ltd. (Canada) 

Northern Survey (Canada) 

Norart Minerals Limited (Canada) 

Northern Trust Company S.A. (Switzerland) 

Normandie Trust Company of Panama 

Obsco Corporation, Ltd. (Canada) 

Pascar Oils, Ltd. (Canada) 

Pyrotex Mining and Exploration Co., Ltd. (Canada) 

Pacific Northwest Developments, Ltd. 

Paulpic Gold Mines, Ltd. (Canada) 

Radio Hill Mines Co., Ltd. (Canada) 

San Salvador Savings & Loan Co., Ltd. (Bahamas) 

Swiss Caribbean Development & Finance Corporation 

Societe Anonyme de Refinancement (Switzerland) 

Santack Mines Limited (Canada) 

Strathmore Distillery Company Ltd. (Glascow, Scotland) 

Trust Company of Jamaica, Ltd., Jamaica, West Indies 

Trans-American Investments Ltd. (Canada) 

Tom O'Shanter Ltd. (Switzerland) 

Unitrust Limited 

United Mining & Milling Corporation (Bahamas) 

Vacationland (Canada) 

Valores de Inversion S.A. (Mexico) 

Warden Walker Woridwide Investment Co. (England) 

Western International Explorations Ltd. (Bahamas) 

Yukon Wolverine Milling Company (Canada) 

Rodney Gold Mines Limited (Toronto, Canada) 

Banco de Guadalajara (Mexico) 

Bank of Sark (United Kingdom) 

Timberland (Canada) 

Darien Exploration Company, S.A. (Panama) 

De Veers Consolidated Mining Corporation, S.A. (Panama) 

Euroforeign Banking Banking Corporation, Ltd. (Panama) 

Global Explorations Inc. (Panama) 

Panamerican Bank & Trust Company (Panama) 

Security Capital Fiscal & Guaranty Corporation, S.A. 
(Panamanian) 

Victoria Oriente, Inc. (Panama) 


Allied Fund for Capital Appreciation (AFCA, S.A.)(Panama) Central and Southern Industries Corp. 
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Trihope Resources, Ltd. (Canada) 
Wee Gee Uranium Mines, Ltd. (Canada) 

S. A. Valles & Co., Inc. (Philippines) 
Claravella Corporation (Costa Rica) 

Caye Chapel Club, Ltd. (British Honduras) 
City Bank A. S. (Denmark) 





SECURITIES ACT OF 1933 
Rel. No. 5410/July 24, 1973 


PROPOSED RULE 458 REQUIRING ISSUERS TO 
PROVIDE SUMMARIES OF REGISTRATION 
STATEMENTS (S7-487) 


The Commission is releasing for public comment a pro- 
posed new Rule 458 to be adopted under Section 19(a) 
of the Securities Act of 1933. The proposed rule would 
require any company filing a registration statement with 
the Securities and Exchange Commission other than on 
Form S-8 and S-12 to provide in a letter but not as part 
of the registration statement a one-paragraph summary for 
the SEC News Digest as notice of the registration filing. 
The text of the proposed rule is as follows: 


Rule 458 


(a) A letter, addressed to the Commission’s Office of 
Public Information and containing the information des- 
cribed below, shall be delivered to the Commission at 

the same time that a registration statement on any form 
other than Form S-8 or S-12 is filed with the Commis- 
sion. Such letter shall contain a summary of the offering 
to which the registration statement relates, which summary 
shall include on/y the following items of information, 
where applicable, in the following order: 


(1) the name and address of the issuer of the security; 


(2) the full title of the security or securities and the 
amount being offered; 


(3) the price of the security, or if the price is not 
known, the proposed maximum offering price as esti- 
mated for purposes of computing the registration fee; 


(4) the name and address of the managing under- 
writer (s); 


(5) in the case of a rights offering, the class of securi- 
ties the holders of which will be entitled to subscribe, 
the subscription ratio, the actual or proposed record date, 
and the approximate subscription price; 


(6) in the case of an exchange or tender offer, a brief 
description of the proposed exchange conforming to Rule 
135(a) (4); 


(7) a statement of the amount of the offering, if any, 
to be made by selling security holders; 


(8) a brief indication of the primary business of the 
issuer. 


(b) A letter, furnished in compliance with this Rule, shall 
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be deemed not to be “‘filed’’ with the Commission and 
not to be a part of the registration statement. For pur- 
poses of Section 5 of the Act only, information furnished 
pursuant to this rule and published in the News Digest of 
the Commission, shall be deemed not to constitute an 
offer when so published. 







Instruction. The information should be presented in a 
form similar to the examples which follow, as appropriate: | 


General 


ABC, INC., 3700 50th Avenue., Bladensburg, Md. 20710- 
$1,500,000 of convertible subordinated debentures and 
150,000 shares of common stock, to be offered for sale 
in units, each consisting of a $250 debenture and 25 | 
shares, and at $500 per unit through underwriters headed 
by Blank & Co., Inc., 1720 F St., N.W., Washington, D.C. 
20006. The company is a commercial printer, engaged in 
web offset lithography and book binding. ! 


Secondary Offering 


MNO COMPANY, 50 Detroit Avenue, Lakewood, Ohio 
44107 - 72,000 shares of common stock, which may be | 
offered for sale (or pledged) from time to time by certain 
shareholders at prices current at the time of sale ($38.25 } 
per share maximum). MNO is an automative parts manu- 
facturer. | 


Exchange Offer 


POR, INC., 500 Second Ave., Cedar Rapids, lowa 

52401 - 168,000 shares of common stock. It is proposed 
to offer these shares in exchange for the outstanding com- 
mon shares of Blank National Bank, Waterloo, lowa at the 
rate of seven shares for each bank share. Also included in 
this statement are 160,000 shares of common stock, which 
may be issued in connection with future acquisitions of 
other businesses or properties. POR is a bank holding 
company which controls four banks. 


— 


Rights Offer 


VWX, INC., 1 Florida Ave., Tampa, Fla. 33602 - 
409,249 shares of common stock. It is proposed to offer 
these shares for subscription by common stockholders of 
record June 15, at the rate of one share for each five 
shares held, and at $25 per share. Black & Co., Inc., 10 
Chase Manhattan Plaza, New York, is principal under- 
writer. The company is a bank holding company with 
four banking subsidiaries. ) 





Miscellaneous } 





YZ ENTERPRISES, INC., 660 Wilshire Blvd., Los Angeles, 
Calif. 90057 - 732,812 shares of common stock. Of these 
shares, 276,719 were issued in connection with acquisi- 
tions made by the company; 15,000 are issuable upon 
exercise of options granted to Gray & Co.; 51,122 are re- 
served for issuance upon conversion of 5% convertible 
second mortgage bonds, due 1981; 119,700 were issued 

in private placements in 1969 and 270,271 are reserved 
for issuance upon conversion of outstanding 7% converti- 
ble subordinated guaranteed bonds, due 1990 of YZ In- 
ternational N.V., wholly-owned subsidiary of the com- 
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pany. The company operates 14 general hospitals. 


All interested persons are invited to submit their views on 
the proposed rule, in writing, to Ronald F. Hunt, Secre- 
tary, Securities and Exchange Commission, Washington, 
D.C. 20549, to be received on or before August 22, 1973. 
All such communications will be available for public in- 
spection and should refer to File No. S7-487. 


Ronald F. Hunt 
Secretary 





SECURITIES ACT OF 1933 
Rel. No. 5411/July 25, 1973 


SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10296/July 25, 1973 


ANNOUNCEMENT OF INQUIRY TO OBTAIN INFOR- 
MATION AND ASCERTAIN VIEWS OF INTERESTED 
PERSONS CONCERNING THE MATERIALITY OF DIS- 
CLOSURE IN FILINGS WITH THE COMMISSION OF 
CIVIL AND CRIMINAL LITIGATION AND ADMIN- 
ISTRATIVE DISCIPLINARY PROCEEDINGS AFFECT- 
ING PROFESSIONALS PRACTICING BEFORE THE 
COMMISSION (FILE NO. S7-488) 


In recent years there has been a significant increase in the 
amount of civil and criminal litigation and of administra- 
tive disciplinary proceedings involving professionals such 
as accountants and attorneys who practice before the 
Commission. The disclosure rules and forms adopted by 
the Commission under the Securities Act of 1933 and the 
Securities Exchange Act of 1934 do not contain provi- 
sions expressly requiring disclosure relating to such litiga- 
tion. However, several judicial! proceedings have been in- 
stituted recently which include allegations that the failure 
of issuers to disclose litigation involving accounting firms 
in proxy statements subject to the Commission’s Proxy 
Rules resulted in omissions of material facts. Approval or 
ratification by shareholders of selections of the firms as 
auditors for the next year was being sought in each case. 


The Commission believes that these cases also raise ques- 
tions with respect to disclosure of litigation affecting other 
types of professionals who practice before the Commis- 
sion, such as attorneys, engineers and appraisers. Accord- 
ingly, the Commission has authorized an inquiry by its 
Division of Corporation Finance in conjunction with the 
Office of the Chief Accountant to obtain information 
from and ascertain views of interested persons relating to 
these issues. The Commission's staff will be contacting cer- 
tain professional organizations in this regard. However, the 
Commission solicits information and comments from other 
interested persons as well. Those submitting comments 
should consider and address themselves particularly to the 
following: 


1. What standard of materiality, if any, should be applied? 


2. Are the type of professional involved in the litigation 

including the nature of his connection with the filing and 
whether an individual professional or a firm are involved 

in the litigation relevant considerations? 


3. Is the identity of other parties to the litigation, e.g., the 
issuer, a relevant consideration? 


4. Should any requirement for disclosure vary depending 
on the nature (criminal, civil, injunctive action, admin- 
istrative proceeding) and status of the litigation (whether 
the litigation is pending or final order or judgment 
entered)? 


5. Should litigation other than that arising under the fed- 
eral securities laws be considered? 


6. Is the nature of the filing in which such disclosure, if 
any, might be required (e.g., 1933 Act registration state- 
ment or 1934 Act registration statement, proxy statement 
or report) a relevant consideration? 


7. What would be the appropriate form of disclosure, if 
any? 


8. What would be the appropriate period of time during 
which such disclosure, if any, should be required? 


It should be emphasized that the Commission has reached 
no determination with respect to these matters. After con- 
sideration of the views and comments obtained as the re- 
sult of this inquiry, the Commission will consider whether 
appropriate rules or guidelines should be adopted (after 
appropriate opportunity for comment) to set standards 
for disclosure of litigation or proceedings relating to pro- 
fessionals practicing before the Commission. Until this in- 
quiry is completed the staff will not suggest such dis- 
closure except under unusual circumstances. In the in- 
terim, it is the responsibility of issuers filing with the 
Commission to determine whether disclosure of litigation 
relating to professionals who participate in the preparation 
of or report on some aspect of a filing is required under 
the securities laws. 


Persons desiring to comment on this subject should sub- 
mit their comments in writing to Ronald F. Hunt, Secre- 
tary, Securities and Exchange Commission, Washington, 
D.C. 20549 prior to September 15, 1973. All such com- 
munications will be placed in the public files of the Com- 
mission and should refer to File No. S7-488. 


By the Commission. 


Ronald F. Hunt 
Secretary 





SECURITIES ACT OF 1933 
Rel. No. 5412/July 25, 1973 


PERMANENT SUSPENSION OF THE REGULATION A 
EXEMPTION OF CONSOLIDATED MOGUL MINING 
CO., INC. 


The Securities and Exchange Commission order of Novem- 
ber 8, 1972 temporarily suspending the Regulation A ex- 
emption from registration under the Securities Act of 
1933 with respect to a public offering of stock of Con- 
solidated Mogul Mining Co., Inc. of Salt Lake City, Utah, 
has become permanent. 
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Pursuant to a notification filed on September 7, 1972, 
Consolidated Mogul proposed to offer 3,000,000 shares of 
common stock at $.10 per share. According to the order, 
the Commission had reason to believe that: (1) the offer- 
ing circular failed to state the disposition of shares by 
Gregory Chachas and Charles Foote and the purchase of 
shares by J. William Pace and Thad B. Emery; the rela- 
tionship between Gregory Chachas and Station Zebra, Inc. 
and transfers of mining claims between themselves and 
Consolidated Mogul; and the prior affiliation of Gregory 
Chachas with Consolidated Mogul as officer, director, 
promoter and principal security holder; (2) the terms and 
conditions of Regulation A had not been complied with 
in that, among other things, the notification failed to 
describe an injunction against the underwriter. The Regu- 
lation A exemption was not available to Consolidated 
Mogul because the underwriter, V. E. Anderson & Co., 
was the subject of a permanent injunction for violations 
of the Federal securities laws. 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10290/July 20, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 3:10 p.m. (EDT) on July 20, 1973 and terminating at 
midnight (EDT) on July 29, 1973 of the securities of the 
following issuers which have failed to file with the Com- 
mission the indicated reports: 


General Shelter Corporation located in Sayre, Pennsylvania 
(10-K annual report for 1972 and 10-O quarterly reports 
for the last two quarters of 1972 and the first quarter of 
1973); and 


Programming Sciences Corporation located in New York, 
New York (10-K annual reports for 1970, 1971, and 1972 
and 10-O quarterly reports for all of 1971 and 1972 and 
the first quarter of 1973). 


The Commission initiated the subject suspensions because 


the subject issuers failed to comply with the reporting pro- 


visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
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not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10291/July 20, 1973 


The Securities and Exchange Commission today an- 
nounced that the suspension of trading in the securities of 
Photon, Inc. (‘Photon’) will terminate at midnight (EDT) 
on July 23, 1973. 


The Commission first instituted the trading suspension on 
March 26, 1973 at the request of the company. The sus- 
pension was initiated by the Commission because of a lack 
of accurate public information concerning the results of 
Photon’s operations and because of questions which have 
arisen concerning the accuracy of information contained 
in Photon’s filings of reports with the Commission. 


Photon is delinquent in its filings with the Commission, 
having indicated that it remains unable to file its report 
on Form 10-K for the year 1972, and the quarterly re- 
ports on Form 10-0 in 1973. 


On June 11, 1973, Photon stated in a letter to sharehold- 
ers that Arthur Young & Co. had been employed to assist 
in analyzing Photon’s accounting systems and to assist in 
the preparation of a new balance sheet and income state- 
ment for such periods as are feasible. The company indi- 
cated that it expects substantial write-downs of assets and 
restatements of previously reported income, but that it 
cannot accurately estimate either the extent of these pro- 
posed changes or the date when financial reports will be 
available. Photon also stated that it had reached various 
loan extension agreements with major creditors, and that 
it had obtained a loan of $2,000,000 from the Prudential 
Insurance Company of America represented by an 8% de- 
mand note, secured by accounts receivable and inventories 
of Photon and its subsidiary, International Photon Corp. 
In connection with this loan, Prudential has been granted 
a 10-year warrant to purchase 250,000 shares of Photon 
at $1 per share. 


The Commission cautions investors that there is no avail- 
able current public financial information about the com- 
pany, and that, according to the company, there is a need 
to clarify financial statements for prior years. 


The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
the foregoing information and the Company’s letter to 
shareholders along with all other currently available infor- 
mation and any information subsequently issued by the 
Company. 


Furthermore, brokers and dealers should be alerted to the 
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fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotations may be entered unless and until all of 
tiie provisions of said rule are strictly complied with. If 
any broker or dealer has any questions as to whether or 
not such rule has been complied with, he should not enter 
any quotation but should immediately contact the staff of 
the Securities and Exchange Commission, Division of En- 
forcement in Washington, D.C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 
securities in question until such time as he has familiar- 
ized himself with said rule and is certain that all of its 
provisions have been met. If any broker or dealer enters 
any quotation which is in violation of said rule, the Com- 
mission will consider the need for prompt enforcement 
action. 





SECURITICS EXCHANGE ACT OF 1934 
Rel. No. 10292/July 23, 1973 
Admin. Proc. File No. 3-4335 
In the Ma of 
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After due consideration and upon the recommendation of 
its staff, the Commission determined to accept the offer 
of setilement. 


On the basis of the offer of settlement and the order for 
proceedings, it is found that Tobias, from abort January 
1, 1968 to about January 5, 1972 and Roe, from about 
January 1, 1968 to about October 22, 1971, willfully vio- 
lated and aided and abetted violations of Sections 5(b)(1) 
and 17(a) of the Securities Act of 1933 and Section 10(b) 


of the Exchange Act and Rule 10b-5 thereunder, in con- 
nection with the offer and sale of orange grove investment 
contracts issued by Agronomics. 


Respondents used high pressure sales techniques including 
long distance telephone and interstate mailing sales cam 
paigns to solicit customers with whom they were previous- 
ly unacquainted. In the course of such campaigns false and 
misleading statements were rnade regarding, among other 
things, anticipated income from and cost of maintaining 
orange groves, the types of orange trees which would be 
planted, the method used to determine the number of 
boxes of fruit produced by each grove, and the “‘ideal 
age”’ to invest in orange groves. 


Respondents arranged for the 
f 


for American Agronomics 


employment, as salesmen 
and Farmers Equity Corpora 


tion, a wholly owned broker-dealer subsidiary of Ag 
vho had no prior experience or train 
Curitie ilesmen and permitted such salesmen to 
offer and sell securities when they had not been suitabiy 


trained or indoctrinated in the 
juired of persons engaged in the 


standards of conduct re 
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In support of their offers of settlement respondents 
asserted, among other things, that many of the activities 
involved were engaged in after consultation with counsel 
and that they relied upon counsel’s advice that such activ- 
ities were proper and would not violate the federal securi- 
ties laws, that neither of the respondents have any prior 
record of violations of the securities laws and that both 
respondents have not been associated with the securities 
industry for periods in excess of one year and current- 
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ly are not so associated. 


Under all the circumstances, it is in the public interest to 


impose the sanctions to which respondents have consented. 


Accordingly, 1T |S ORDERED, subject to the conditions 
provided above, that John M. Tobias and David Roe be, 
and they hereby are, barred from association with any 
broker or dealer. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


1$.E.C. v. American Agronomics, et al. (C-72-331). 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10293/July 24, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 ("Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 10:45 a.m. (EDT) on July 24, 1973 and terminating at 
midnight (EDT) on August 2, 1973 of the securities of 
the following issuers which have failed to file with the 
Commission the indicated reports: 


Ridge Bio-Laboratories, Inc., located in Basking Ridge, 
New Jersey (10-K Annual Report for 1972 and 10-0 
Quarterly Reports for 1972 and the first quarter of 1973); 
and 


Test Corp., !ocated in Fori Lauderdale, Florida (10-K 
Annual Report for 1972 and 10-Q Quarterly Reports for 
the last two quarters of 1972 and the first quarter of 
1973). 


The Commission initiated the subject suspensions because 


the subject issuers failed to comply with the reporting pro- 


visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
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all of its provisions have been met. If any broker or 
dealer enters any quotation which is in violation of said 
rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10294/July 25, 1973 


Admin. Proc. File No. 3-3156 
In the Matter of 


HENRY GELLIS 
750 Park Avenue 
New York, New York 


FREDERICK MUNZER 
201 East 79th Street 
New York, New York 


HAROLD SHAPIRO 
279 West Shore Road 
Huntington, New York 


ORDER AFFIRMING INITIAL DECISION AND 
BARRING ASSOCIATION WITH BROKER- 
DEALER 


In these broker-dealer proceedings under the Securities 
Exchange Act, the administrative law judge concluded 
that“‘Henry Gellis, Frederick Munzer and Harold Shapiro, 
who were salesmen for First William Street Securities, 
Inc. (“registrant”), formerly a registered broker-dealer, 1 
should be barred from association with any broker-dealer. 


The administrative law judge found that, during the 
period from about February 4 to July 1, 1970, Gellis, 
Munzer and Shapiro willfully violated the anti-fraud pro- 
visions of Section 17(a) of the Securities Act and Section 
10(b) of the Exchange Act and Rule 10b-5 thereunder in 
the offer and sale of stock of Computer Field Express, 
Inc. (“Computer’’). Registrant was the underwriter for a 
public offering of 100,000 shares of Computer stock at 
$5 per share made pursuant to a Securities Act registra- 
tion statement, which became effective on February 4, 
1970. According to the initial decision, respondents made 
fraudulent representations concerning Computer to 
numerous customers during the public offering and there- 
after, both in an effort to sell the stock and to dissuade 
customers who had purchased it from selling it. The ad- 
ministrative law judge found, among other things, that 
each respondent predicted specific and substantial in- 
creases within a relatively short period in the price of 
Computer’s stock, a speculative issue. Such predictions 
were, of course, inherently fraudulent and unjustifiable. 


We granted respondents’ petitions for review which ex- 
cepted in general terms to the findings of fact and con- 
clusions of law in the initial decision and to the sanctions 
imposed. Although our order provided for the filing of 
briefs in support of the petitions within a specified time, 
no briefs have been filed by respondents. The Division of 
Enforcement now moves to affirm the initial decision. It 
points to Rule 17(d) of our Rules of Practice which per- 
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mits summary affirmance of an initial decision in a situa- 
tion like this. 3 Respondents have not replied to the Divi- 
sion’s motion. 


We consider this an appropriate case for summary affirm- 
ance. Nevertheless, we have made an independent review 
of the record. On the basis of that review, we affirm the 
findings of fact and the conclusions of law in the initial 
decision. Moreover, we find the sanctions imposed by the 
administrative law judge fully warranted in the public 
interest. Hence we affirm his initial decision. 


Accordingly, 1T 1S ORDERED that the initial decision in 
these proceedings be, and it hereby is, affirmed; and that 
Henry Gellis, Frederick Munzer and Harold Shapiro be, 
and they hereby are, barred from being associated with 
any broker or dealer. 


By the Commission (Senior Commissioner OWENS and 
Commissioners LOOMIS and EVANS). 


Ronald F. Hunt 
Secretary 


1Registrant’s broker-dealer registration was revoked pur- 
suant to its consent. Securities Exchange Act Release No. 
9859 (November 17, 1972). 


2See, e.g., Charles P. Lawrence, Securities Exchange Act 
Release No, 8213, p. 3 (December 19, 1967), aff’d 398 
F. 2d 276 (C.A. 1, 1968). 


3Rule 17(d) provides that we may summarily affirm an 
initial decision where a petition for review does not make 
a reasonable showing that (1) a prejudicial procedural 
error was committed; or (2) the initial decision embodies 
(a) a clearly erroneous finding or conclusion of material 
fact, (b) an erroneous legal conclusion, or (c) an im- 
portant exercise of discretion or decision of law or policy 
which the Commission should review. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10295/July 25, 1973 


The Securities and Exchange Commission has issued 
orders under the Securities Exchange Act of 1934 grant- 
ing requests of the Midwest Stock Exchange, Inc. for un- 
listed trading privileges in the common stock of the fol- 
lowing named companies: Hughes Tool Co.; Kellogg Com- 
pany; and The Clorox Company. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10296/July 25, 1973 


See Securities Act Release No. 5411/July 25, 1973 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10297/July 25, 1973 


NOTICE OF PROPOSAL TO AMEND RULE 17a-5 AND 
FORM X-17A-5 THEREUNDER TO PERMIT INDE- 
PENDENT PUBLIC ACCOUNTANTS TO PERFORM 
PRELIMINARY AUDIT PROCEDURES. (S7-489) 


The Securities and Exchange Commission announced today 
a proposal to amend Rule 17a-5 and Form X-17A-5 to 
permit independent public accountants to perform audit 
procedures prior to the audit or balance sheet date of the 
broker or dealer. This proposal arises out of the submis- 
sion by the New York Stock Exchange of a proposal to 
eliminate the surprise audit requirement for its members 
and discussions with the NYSE and the Committee on 
Stockbrokerage Auditing of the AICPA. 


To date all the major exchanges with the exception of the 
NYSE and the American Stock Exchange have made the 
surprise audit requirement optional for their members. 
Over the past several years questions have been raised re- 
garding the value of the surprise audit as a regulatory re- 
quirement when balanced against the desirability of 
annual calendar or fiscal year end financial statements, 
which a surprise audit would normally preclude. Addi- 
tionally, it has been asserted that the size of many broker- 
dealers, the practice of commencing a securities count a 
few days prior to the audit date and the existence of 
sophisticated electronic data processing systems have as 
practical matter, in many instances, eliminated the ele- 
ment of surprise. Finally, a number of broker-dealers, who 
because they are public companies, are required to file 
reports annually on Form 10-K under the Securities Ex- 
change Act of 1934 as well as Form X-17A-5 with the 
Commission and must undergo two audits annually. It is 
against this background that the Commission has deter- 
mined to propose certain amendments to Rule 17a-5 
under the Securities Exchange Act of 1934 and to the 
Audit Requirements of Form X-17A-5 which will allevi- 
ate the need for duplicate costs and reporting and which 
we believe will lead to more effective audits and more 
uniform reporting of financial data by brokers and dealers. 


In announcing these proposed amendments the Commis- 
sion has clarified in this release the responsibilities of 
accountants with respect to the reporting of material in- 
adequacies. 


Summary of the Proposed Changes 


The proposed amendment to Rule 17a-5 would require 
the independent public accountant to notify the Regional 
Office of the Commission for the region in which the 
broker-dealer has its primary place of business any time 
that preliminary audit work which requires the filing of 
Part I1| of Form X-17A-5 is commenced and that forty- 
five (45) days thereafter the member, broker or dealer 
shall file a Report of Preliminary Examination with the 
appropriate regional office as required by subparagraph 
(a)(2) of Rule 17a-5. 


The proposal further would amend the audit requirements 
of Form X-17A-5 to permit the independent public ac- 
countant at his option to perform preliminary audit pro- 
cedures with respect to his audit engagement. The amend- 
ment would not preclude the independent public ac- 
countant from performing such procedures on a surprise 
basis where in his judgment it is appropriate or otherwise 
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limit the accountant in the scope of his preliminary pro- 
cedures. The amendment would require the independent 
public accountant if he performed any of the audit pro- 
cedures prescribed in Items 2, 3, 4 or 6(c)-(g), excluding 
item 6fe)(v) of the Audit Requirements, to perform all 
such procedures as of the same date. Those procedures 
which would be required to be performed as of the same 
date would inciude the securities count and comparison 

of that count with the underlying books and records; 
verification of those items in transfer or transit; balancing 
of all positions in securities, spot and future commodities; 
and, conforming in writing customer accounts, accounts 
with broker-dealers or others and details of fails, securities 
borrowed or loaned; and, bank loans. The scope of the 
audit procedures would not be changed from present re- 
quirements. The proposal also requires that if the inde- 
pendent public accountant chooses to perform prelimin- 
ary to the audit date the procedures set forth above, those 
procedures shall be performed not more than 100 days 
prior to the audit date. 


Form X-17A-5 would be amended to require the member, 
broker or dealer to file 45 days after the date of the pre- 
liminary work Part Ill of Form X-17A-5 with a report 
signed by the independent public accountant which (1) 
describes the scope of the examination, (2) states that the 
statistical information required to be reported is fairiy 
presented, and (3) comments upon any material inade- 
quacies found to exist in the accounting system, the in- 
ternal accounting control and procedures for safeguarding 
securities and indicates any corrective action taken or 
proposed which comments shall be based upon the scope 
of his preliminary work 


Part ill eat 


uires the respondent member, broker or dealer 
to report securtties differences both with and without 


related money differences, commodity differences, un- 
reconciled items regres. differences between money 


balances ow reuects for cx mnfirmation is, including cus 
tomers’ statements ; the appr general ledge: 
contro! account ain oney differences reported in re 
sponse to confirmation requesis. in addition, the member, 
broker or dealer would be required to report 22° fai! 
transfers and stock dividend dat 


Material inadequacies 
The Audit Requirements of Form X-17A-5 as weil as the 
proposed amendments to the Form provide that the inde- 
pendent public accountant shal!, based upon his audit, 
comment any material inadequacies found to exist 
in: (a) the accounting system, (b) the interna! accounting 
control, and {(c) the procedures for safeguarding securities. 


LipEONn 


The Commission has received inquiries as to what con- 
stitutes a material inadequacy reportable under the above 
audit requirements. The determination of what constitutes 
a material inadequacy of necessity involves the application 
of judgment to specific factual circumstances and there- 
fore the term is not subject to any all-encompassing or 
self-limiting definition. In an effort to provide some guid- 
ance to both the securities industry and the independent 
public accountants who serve that industry, the Commis- 
sion has set forth below some tentative views in this re- 
gard. Comments are invited Of the statefertts in the fol- 
lowing paragraphs. 
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A material inadequacy which should be reported includes 
any material weakness which has substantially contributed 
to or, if appropriate corrective action is not taken, could 
reasonably be expected to substantially contribute to (1) 
severe operational problems, (2) material losses or mis- 
statement of the broker’s or dealer’s financial statements, 
or (3) violations of the Commission’s recordkeeping and 
financial responsibility rules. 


In this regard, it is the Commission’s view that both the 
public interest and the broker-dealer community are not 
properly served if weaknesses are considered material only 
after such inadequacies have resulted in substantial finan- 
cial loss. Accordingly, it is incumbent upon the inde- 
pendent public accountant to report those weaknesses 
which the exercise of prudent judqment indicates could 
reasonably be expected to result in a substantially ad- 

verse impact if appropriate corrective action is not prompt- 
ly taken. Further, it is the independent public account- 
ant’s responsibility to satisfy himself that the action taken 
or proposed is appropriate under the circumstances and if 
not, to reflect that opinion in his report. At a minimum, 
a severe Operational problem is one that inhibits a broker 
or dealer from promptly completing securities transac- 
tions or promptly discharging his responsibilities to cus 


tomers, other broker rs or dealers or creditors. The Com 
nission believes that it will n¢ ally be a rare occur € 
when a severe operational problem does not have the very 
real aalendiad to ultimately manifest itself in the form of 
either material losses, misstatements of the broker’s or 


dealer's financial statements or violations of the Commis 
sion’s recordkeeping or financial responsibility rules. 


The Commission’s view that material inadequacies report- 
able under Form X-17A-5 include those weaknesses related 
to operational problems and violations of the Commis 
sion’s recordkeeping and financial responsibility rules takes 
cognizance of the independent public accountant’s tech- 
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expertise and his integral functions within the reg 
ulatory framework of the securities industry. Accordingly, 
xmmission is of the belief that weaknesses in the 
practices or ¢ -edures used by a broker or dealer in 
plying with the recordkeeping and financial : esponsi- 
i y rules, shail be reported by he independ: public 
accountant, irrespective of the » fire ancial position of the 


broker or dealer. 
Statutory Basis 


The Commission proposes to adopt these amendments 
under the Securities Exchange Act of 1934, particularly 
Sections 15(c)(3), 17(a), 10{b) and 23(a) thereof. 


The text of the proposed amendments to Rule 17a-5 and 
Form X-17A-5 thereunder shall be as follows: 


Subparagraph (a)(1) shall be amended by adding clause 
(D) at the end thereof and shall read as follows: 


(a)(1) Filing Reports. This rule shall apply to every mem- 
ber of a national securities exchange who transacts a busi- 
ness in securities directly with or for other than members 
of a national securities exchange, every broker or dealer 
(other than a member) who transacts a business in securi- 
ties through the medium of any member of a national 
seciirities exchange, and every broker or dealer reg- 
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istered pursuant to Section 15 of the Act. 


Every member, broker or dealer subject to this rule shall 
file reports of financial condition containing the informa- 
tion required by Form X-17A-5, as follows: (A) a report 
shall be filed as of a date within each calendar year, ex- 
cept that (i) the first such report of a member, broker or 
dealer (other than one succeeding to and continuing the 
business of another member, broker or dealer) shall be as 
of a date not less than 1 nor more than 5 months after 
the date on which such member, broker or dealer becomes 
subject to this rule (in the case of a registered broker or 
dealer this shall be the date the registration becomes ef- 
fective) and (ii) a member, broker or dealer succeeding to 
and continuing the business of another member, broker 
or dealer need not file a report as of a date in the calendar 
year in which the succession occurs if the predecessor mem- 
ber, broker or dealer has filed a Form X-17A-5 report in 
compliance with this rule as of a date in such calendar year; 
(B) such reports shal! be filed not more than sixty (60) 
days after the date of the report of financial condition; 
(C) reports for any 2 consecutive years shall not be as of 
dates within 4 months of each other; and, (D) the inde 
pendent public accountant shall on the date on which a 


preliminary audit examination commences, if the audit 





rocedures per formed are require d to be reported in Part 





of Forn BSR 


lo ym X-17A-5, notify in writing the Regional Office 
of the Com the region in which the member, 
broker or ra er principal place of business that 
such preliminary audit examinetion has commenced and 
shali file as pe by subparagraph (a)(2), not later 
than 45 days thereafter, Part I!1 of Form X-17A-5, Re- 
port on Preliminary Audit Examination. 


SiOf for 






bac jte 


The Audit Requirements of Form X-17A-5 shail be amenda- 
ed by inserting a new paragraph after the first full para- 
graph of those requirements as follows: 


The audit shall be made in accordance with generally ac 





cepted auditing standards and shall include a review of the 
———e system, the internal ac aaning contro! and 
procedures for safeguarding securities including appropri 
ate tests thereof for the period since the prior examina- 
tion date It shall include all procedures necessary under 
the circumst to substantiate the assets and liabilities 
and securities and commodities positions as of the date of 


the response to the financial questionnaire and to permit 
the expression of an opinion by the independent public 
accountant as to the financial condition of the respondent 
at that date. Based upon such audit, the accountant shall 
comment upon any material inadequacies found to exist 

in the accounting system, the internal accounting contro! 
and procedures for safeguarding securities, and shall in- 
dicate any corrective action taken or proposed. These 
comments may be submitted in a supplementary certificate 
and filed pursuant to Rule 17a-5(b)(3). 


The independent public accountant may perform audit 
procedures at any time which he may deem appropriate; 
however, if the procedures prescribed in Items 2, 3, 4 and 
6(c) through (g), excluding Item 6(e)(v), are performed at 
a date other than the audit date, then such aforemen- 
tioned procedures shall be performed as of the same pre- 
liminary audit date which shall not be more than 100 
days prior to the audit date. 


Form X-17A-5 shall be amended by adding after Part |/ 
a new Part I/1 which shall be entitled Report on Pre- 
liminary Audit Examination and shall read as follows: 


Part Ill 
Report on Preliminary Audit Examination 


(a) The accountant shall submit a report which (1) des- 
cribes the scope of the examination, (2) states that the 
statistical information in the Report of Preliminary Audit 
Examination fairly presents the result of the physical 
examination and comparison of securities and confirma- 
tion of accounts and balances with customers, brokers 
and others, and (3) based upon the scope of his pre- 
liminary examination, comments upon any material in- 
adequacies found to exist in the accounting system, the 
internal accounting control and procedures for safeguard- 
ing securities and indicates any corrective action taken or 
proposed. 


(b) the following questions shall be answered by the re- 


spondent 


Securities (Note 2) No. of Marke ‘alue Money 
items Long Short Be 
(Note 1} Debit 
Credit 
{Note 7} 


(a) Securities differ 
ences without differ 
ences in related : 
balances: 

(i) Long 
(ii) Short 


(b) Securities differ- 


ences: 
(i) Long and related money 
(ii} Short and related money 


n 


2. Commodities (Note 3) 


(a) Number and amount 
of unresolved reconciling 
money items: 

(i) Debit 
{ii} Credit 


{b) Number and market 
value of unresolved future 
contract differences after 
comparison and balancing 
with proprietary and cus- 
tomers’ positions: 

(i) Long 
(ii) Short 


3. Money Balances 


(a) Unreconciled items 
reflecting difference between 
money balances on requests 
for confirmations, including 
customers’ statements, and 
the appropriate general 
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No. of Market Value Money 
/tems Long Short Balances 
(Note 1) Debit 
Credit 
(Note 1) 
ledger control accounts: 
(i) Debit 
(ii) Credit 


(b) Number and amount of 
money differences reported 
in response to confirmation 
requests: 
(i) Debit 
(ii) Credit 


4. Aged Fails as of the 
date of the fail con- 
firmations: 


(a) Number of items, 
ledger debit balances and 
long security valuations of 
fails to deliver: 

(i) 40 to 49 days old 
(ii) 50 to 59 days old 
(iii) 60 days or more 


(b) Number of items, 
ledger credit balances and 
short security valuation of 
fails to receive over 30 
days old 


(c) Number of items and 
market value of transfer 
positions over 40 days old 
which had not been confirmed 
in writing within such 40 day 
period by the transfer agent. 


{d) Number of items and 
market value of stock dividends 
and similar distributions re- 
ceivable outstanding more than 
30 days after payable date. 


Notes: 


(1) The terms long and short as used in reporting securi- 
ties and commodity differences shall reflect the differ- 
ences on the securities or commodities records of the re- 
spondent. The terms debit and credit as used in reporting 
money differences shall reflect potential losses to the re- 
spondent or liability of the respondent to unknown 
parties, respectively. 


(2) The amounts reported under securities, commodities 
and money balances shall be those items which have not 
been satisfactorily resolved as of the date of this report 
and with respect to security differences shall include, but 
not necessarily be limited to, the following: 

(a) Securities count differences; 


(b) Differences between the positions reflected in the 
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requests for confirmation, including customers’ accounts, 
and the securities record. 


(c) Differences reported in responses to requests for 
confirmation, except that immaterial differences reported 
in responses to confirmation of customers’ accounts may 
be excluded; 


(d) Differences between securities positions as reflected 
in the trading and investment accounts of the respondent 
and the securities record. 


(e) Any securities positions which were reflected on the 
securities record at the preliminary examination date 
which were not susceptible to either count or confirma- 
tion (but shall not include dividend payable); 


(3) Differences reported under commodities shall include 
commodities cleared on an exchange and commodities 
cleared through another member, broker or dealer. 


Comments on the above proposal are invited and should 
be submitted to Ronald F. Hunt, Secretary, Securities and 
Exchange Commission, 500 North Capitol Street, N.W., 
Washington, D.C. 20549. All comments should bear the 
file No. S7-489 and be received no later than 30 days 
from the date hereof. 


By the Commission. 


Ronald F. Hunt 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10298/July 25, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 1:15 p.m. (EDT) on July 25, 1973 and terminating at 
midnight (EDT) on August 3, 1973 of the securities of 
the following issuer which has failed to file with the Com- 
mission the indicated reports: 


Dekcraft Corp., located in New York, New York (10-K 
Annual Reports for 1971 and 1972; 10-O Quarterly Re- 
ports for 1972 and the first quarter of 1973.) 


The Commission initiated the subject suspension because 
the subject issuer failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
































rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10299/July 26, 1973 


Admin. Proc. File No. 3-3684 
In the Matter of 


HIGGS, INC. 

724 Market Street 
Knoxville, Tennessee 
(8-15979) 


GEORGE M. GILBERT 
DONALD E. CONNER 


FINDINGS, OPINION AND ORDER IMPOSING 
REMEDIAL SANCTIONS 


BROKER-DEALER PROCEEDINGS 
Grounds for Remedial Action 


Where registered broker-dealer, aided and abetted by 
present or former officers, failed to comply with net 
capital requirements, transferred securities to accounts of 
officers on month-end date to overstate net capital posi- 
tion, and failed to report net capital deficiencies, in vio- 
lation of Securities Exchange Act and rules thereunder, 
held, under circumstances in public interest to censure 
and impose suspensions on registrant and officers. 


APPEARANCES: 


William J. Stembler and John M. Kelley, of the Atlanta 
Regional Office of the Commission, for the Division of 
Enforcement. 


Harold B. Stone, of Stone & Bozeman, for respondents. 


These proceedings were instituted pursuant to Sections 
15(b) and 15A of the Securities Exchange Act to deter- 
mine what, if any, remedial action is appropriate in the 
public interest with respect to Higgs, Inc. (“‘registrant’’), 
a registered broker-dealer, and George M. Gilbert and 
Donald E. Conner, whe during the relevant period were, 
respectively, president and vice-president of registrant. 
Following public hearings the parties waived an initial 
decision, and proposed findings and briefs were filed with 
us. 


On the basis of our independent review of the record, we 





find, as alleged in the order for proceedings, that regis- 
trant willfully violated and Gilbert and Conner willfully 
aided and abetted violations of Sections 15(c)(3) and 17(a) 
of the Exchange Act and Rules 15c3-1, 17a-3 and 17a-11 
thereunder. Registrant effected securities transactions 
when it had net capital deficiencies, as computed under 
Rule 15c3-1, ranging between $1,594 and $7,447 on nine 
dates between January 11 and October 31, 1971 1. Dur- 
ing the period from June 30 to July 12, 1971 registrant's 
books and records inaccurately showed that certain securi- 
ties carried in registrant’s inventory at $7,800 had been 
sold to Gilbert and Conner when in fact such securities 
had been temporarily “‘parked’’ with them for the purpose 
of making registrant’s month-end net capital appear greater 
and were promptly transferred back to registrant at the 
same price. Respondents also failed to give the Commis- 
sion telegraphic notice that registrant’s net capital was de- 
ficient as of the end of September and October 1971 and 
failed to file a report of registrant’s financial condition 

for such months. 


Respondents do not dispute the above violations, except 
they question finding net capital deficiencies of $6,081 
and $7,447 as of January 11 and March 31, 1971. As of 
those dates registrant had on deposit with the Tennessee 
Department of Insurance and Banking, in lieu of a per- 
formance bond required for doing a securities business in 
that State, bonds valued at $10,850 which it had borrowed 
from an investor. Registrant had given to the investor its 
own ninety-day subordinated note for the same value as 
the bonds. The January and March net capital deficiencies 
are based on computations which included the note in 
aggregate indebtedness and excluded the bonds from net 
capital. Respondents assert that the investor knew the 
purpose of the loan and had informed them that he would 
not collect the note so long as the bonds were deposited 
with the State. They contend that therefore these transac- 
tions should be considered as not effecting net capital, and 
that, in any event, the above treatment of the transactions 
effected an improper double deduction of the value of the 
bonds, once when the bonds were excluded from regis- 
trant’s assets and a second time when the subordinated 
note was included in aggregate indebtedness. 


We reject these contentions. Under the net capital rule, 
net capital is defined as ‘the excess of total assets over 
total liabilities”. 2 The borrowing of the bonds from the 
investor clearly created a liability, evidenced by the note, 
which just as clearly constituted an item to be included in 
total liabilities. It is true that the rule excludes from the 
definition of aggregate indebtedness any indebtedness sub- 
ordinated to the claims of general creditors pursuant to a 
satisfactory subordination agreement, 3 but such exclusion 
is dependent, among other things, on the existence of a 
written subordination agreement with respect to a loan 
for a term of not less than one year. 4 In this case the 
written note and subordination agreement were for less 
than one year’s duration, and the investor's oral state- 
ments promising to extend the term of the loan did not 
satisfy the requirement of the rule that a satisfactory sub- 
ordination agreement relate to a loan for a term of not 
less than one year. So the inclusion of the note in ag- 
gregate indebtedness is proper. Moreover, the rule requires 
that there be deducted from net capital any assets “‘which 
cannot be readily converted into cash”, 5 and so it was 
proper to exclude the bonds since they were on de- 
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posit with the State and could not be readily converted 
into cash. 


The order for proceedings alleged as additional violations 
of Section 17(a) of the Exchange Act and Rules 17a-3 
and 17a-11 registrant's failure during the period from 
October 31 to November 9, 1971 to keep current regis- 
trant’s general ledger and a record of the computation of 
aggregate indebtedness and net capital and to notify the 
Commission of such record-keeping deficiencies. A general 
ledger should be posted as frequently as necessary to 
enable a broker-dealer to make the computations neces- 
sary to ascertain his compliance with the net capital rule, 
and a trial balance and a record of the net capital com- 
putation must be made and preserved at least monthly. 
In this case the record shows only that as of November 8, 
1971 the general ledger was not posted and a trial bal 
ince was not prepared as of October 31. The ledger was 
posted and a trial balance prepared on November 9. We 
find on the basis of this record that the failure t 
post the ledger and prepare the net capital computation 








aN 1 ™ nx P aoc winmlat r 
as of October 31 prior to November 9 was a violation of 
he record-keeping requirements 
2 ymdents assert that the violatior 
curred throuah hone nsunae t ding of certa of ti 
mission ements. They state they did not k 
that ‘| arking transactions were an improper method 
mproving 2t Capit unt ID 
the curities had atready been returned to t Tirm s 
rs ry 
ihe 371 the 
tire c ) E pe se .  & 
Te f - Th p s ' 
Dn capital deficiencies. They assert 
ine 29 and the Julv to October month-ei c 
Ss an —— ~ - etrant . ’ hac 
deficiencies occurrred because registrant's bookkeey d 
' ' i oa iliiis : if ar we 
nistakenly assumed that certain unrec €d acco pay 
had been p and faite ac ’ 
n its trial bala Z Tris 
i" 
PR Ww 
oth DL C mm i t 
orre ’ t 
j 
1 pee IMpiuiance 
isc e 
ry % ae ip — = 
As the Division points out, Gilbert and Cx had beer 
n the sec ties business for about six years and in view 


of their experience should have known that the ‘parking’ 
transactions were improper and would have the effect of 
misrepresenting registrant’s true financial condition, and 
should have been aware of the importance of maintaining 
adequate net capital and accurate books and records. The 
absence of customer losses cannot mitigate net capital vio- 
lations since the ruie was designed to assure the financial 
responsibility of broker-dealers, and exposure of customers 
to risk of loss is itself the abuse at which the rule is 
aimed. 


Respondents recognize that their asserted ignorance of the 
requirements does not excuse their failure to comply with 
the Act and the rules thereunder and concede that some 
suspensions would be appropriate in the public interest 
provided they do not have the effect of driving the regis- 
trant out of business. We note that a lengthy suspension 
of registrant could have a detrimental effect on its public 
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shareholders, that since the violations Gilbert has re- 
signed as president of the firm and that two additional 
officers have been apointed. 


Under all the circumstances it is appropriate in the public 
interest to censure respondents and to suspend registrant's 
broker-dealer registration for 15 business days and Gilbert 
and Conner from association with any broker or dealer 
each for 30 days. 


Accordingly, 1T |{S ORDERED that respondents be, and 
they hereby are, censured, that the broker-dealer registra- 
tion of Higgs, Inc. be, and it hereby is, suspended for 15 
business days and that George M. Gilbert and Donald E 
Conner be, and they hereby are, suspended from associa 
tion with any broker or dealer for 30 days. The suspen- 


sions are to commence with the opening of business on 
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SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10300/Juiv 26. 1973 
s and Exchai 
rie uspens U\ 
mon stock of Radiation Service Associa inc. (Radia 
tion’), formerly known as.Meridian Fast Food Services 
inc. (‘Meridian’), a Delaware corporation, with its prit 


cipal office at U.S. 46 and Schiey Street, Dover, 
New Jersey, will terminate at midnight (EDT) on July 29 
1973. 


n gnway 


Meridian was formed in October 1969 for the purpose of 


operating several drive-through dairy stores. In March 1971, 


the company, pursuant to a Regulation A exemption, 
offered 60,000 shares to the public, of which a minimum 
of 22,000 had to be sold in order for the offering to be 
come effective. In the two weeks prior to the expiration 
of the offer 22,600 shares were sold. The stock rose from 
its offering price of $5 per share in March 1971, to an 
ask price of $8 in September 1971, $13 in October 1971 
and $20 on February 15, 1972 when trading was 
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suspended by the Commission. 


Negotiations between Meridian and Radiation involving a 
possible merger commenced during the summer of 1971 

with a Letter of Intent signed during October 1971. The 
merger was consummated in February 1972. Meridian di- 
vested itself of its assets and acquired Radiation. By the 

terms of the acquisition, the principals of Radiation ob- 

tained control of Meridian. 


On June 7, 1973 the Commission filed a complaint in the 
United States District Court for the Southern District of 
New York seeking to enjoin Leonard Cooper, Ramon 
D'Onofrio, Amswiss International Corp., Glenn Woo, 
Richard Kirschbaum, Hyman Tomkin and Joanne Daly 
from alleged further violations of the registration and 
anti-fraud provisions of the federal securities laws in con- 
nection with the sale of the common stock of Radiation. 





In its court papers, the Commission alleged that D’Onofrio, 
Daly and others participated in an elaborate scheme to 
defraud the investing public by, among other things, plac- 
ing all the publicly offered shares of Radiation with a 
selected group of nominee accounts preparatory to a 
manipulation of the over-the-counter trading in the stock. 
The complaint alleged that, as a result of such manipula- 





tive trading, the price of Radiation common stock was 

' artificially elevated from its offering price of $5 per share 
to its high asked price of $20 per share. The complaint 
also, among other things, alleged that D’Onofrio and the 
other defendants still control virtually all of the publicly 
traded shares of Radiation as well as a large number of 
unregistered Radiation shares. 


' On July 19, 1973 the Honorable Edward Weinfeld, United 
States District Court Judge for the Southern District of 
) New York, preliminarily enjoined defendants D’Onofrio 
and Daly from further violations of the registration and 
anti-fraud provisions of the securities laws in connection 
with the sale of Meridian or any other security. The court 
has reserved decision on the Commission’s motion for a 
preliminary injunction against the other named defendants. 


Broker-dealers are advised that it appears that there are 
only 22,600 Radiation shares available for trading and 

that the staff of the Commission has alleged in a complaint 
filed in the Southern District of New York that these 
shares are controlled by D’Onofrio and other named de- 
fendants. 





The Commission cautions broker-dealers, shareholders and 
prospective purchasers that they should consider carefully 
}} the foregoing information along with all other currently 

available information and any information subsequently 
} issued by the company. 


Furthermore, brokers and dealers should be alert to the 

fact that pursuant to Rule 15c2-11 under the Exchange 

Act, no quotation may be entered unless and until all of 
} _ the provisions of said rule are strictly complied with. If 
any broker or dealer has any question as to whether or 
not such rule has been complied with, he should not enter 
any quotation but should immediately contact the staff of 
the Securities and Exchangg Commission, Division of En- 
forcement in Washington, D.C. If any broker or dealer is 
uncertain as to what is required by Rule 15c2-11, he 
should refrain from entering quotations relating to the 


securities in question until such time as he has familiar- 





ized himself with said rule and is certain that all of its pro- 
visions have been met. If any broker or dealer enters any 
quotation which is in violation of said rule, the Commis- 
sion will consider the need for prompt enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10301/July 26, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 10:30 a.m. (EDT) on July 26, 1973 and terminating at 
midnight (EDT) on August 4, 1973 of the securities of 
the following issuer which has failed to file with the Com- 
mission the indicated reports: 


Federated Franchises, Inc., located in Hackensack, New 
Jersey (10-Q Quarterly Reports for 1972 and first quarter 
of 1973). 


The Commission initiated the subject suspension because 
the subject issuer failed to comply with the reporting pro- 
visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15c2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10302/July 26, 1973 


The Securities and Exchange Commission announced pur- 
suant to Section 15(c)(5) of the Securities Exchange Act 
of 1934 (‘Exchange Act’’) the temporary suspension of 
over-the-counter trading for a ten-day period commencing 
at 2:30 p.m. (EDT) on July 26, 1973 and terminating at 
midnight (EDT) on August 4, 1973 of the securities of 
the following issuers which have failed to file with the 
Commission the indicated reports: 
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DI-AN CONTROLS, INC., located in Boston, Massa- 
chusetts (10-O Report for the quarters ended June 30, 
1972 and March 31, 1973); 


LYNTEX CORPORATION, located in New York, New 
York (10-Q Reports for the quarters ended December 31, 
1972 and March 31, 1973); 


MECHANICAL ENTERPRISES, INC., located in Alexand- 
ria, Virginia (10-O quarterly reports for 1972 and the first 
quarter of 1973); and 


WAIN RESOURCES, INC., located in Los Angeles, Cali- 
fornia (10-O quarterly reports for 1972 and the first 
quarter of 1973; 10-K Annual Report for 1972). 


The Commission initiated the subject suspensions because 


the subject issuers failed to comply with the reporting pro- 


visions of the Exchange Act resulting in the lack of cur- 
rent and accurate information available to the public. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the 
fact that pursuant to Rule 15c2-11 under the Exchange 
Act, no quotation may be entered unless and until they 
have strictly complied with all of the provisions of said 
rule. If any broker or dealer has any questions as to 
whether or not he has complied with said rule, he should 
not enter any quotation but immediately contact the staff 
of the Division of Enforcement in Washington, D.C. If any 
broker or dealer is uncertain as to what is required by 
Rule 15¢2-11, he should refrain from entering quotations 
relating to the securities in question until such time as he 
has familiarized himself with said rule and is certain that 
all of its provisions have been met. If any broker or dealer 
enters any quotation which is in violation of said rule, the 
Commission will consider the need for prompt enforce- 
ment action. 





SECURITIES EXCHANGE ACT OF 1934 
Rel. No. 10303/July 27, 1973 
INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7910/July 27, 1973 
INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 386/July 27, 1973 


Admin. Proc. File No. 3-4123 

In the Matters of 

THE HERSHEY CORPORATION 
875 North Michigan Avenue 
Chicago, Illinois 

(801-99) 

ROBERT SCOTT HERSHEY 


FINDINGS AND ORDER IMPOSING 
REMEDIAL SANCTIONS 
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In these proceedings pursuant to Sections 15(b) and 15A 
of the Securities Exchange Act, Section 9(b) of the In- 
vestment Company Act and Sections 203(e) and (f) of the 
Investment Advisers Act, an offer of settlement has been 
submitted by The Hershey Corporation, a registered in- 
vestment adviser, and Robert Scott Hershey, president and 
sole shareholder of the corporation and president of The 
R. S. Hershey Fund, Inc., a registered investment com- 
pany. Under the terms of the offer, respondents, solely 
for the purpose of these proceedings and without admit- 
ting or denying the allegations in the order for proceed- 
ings, consented to findings of misconduct as alleged in 
such order and to the imposition of specified remedial 
sanctions. 







After due consideration of the offer of settlement and up- 

on the recommendation of its staff, the Commission de- 
termined to accept the offer. On the basis of the order | 
for proceedings and the offer of settlement, it is found | 
that: 


1. During the period from about May 1, 1972, to Janu- 
ary 17, 1973, the corporation willfully violated and 
Hershey willfully aided and abetted in violations of Sec- 
tion 15(a) of the Investment Company Act in that the 
corporation acted as the fund’s investment adviser when 
no written advisory contract between the corporation and 
the fund was in effect. 


2. During the period from about February 1, 1971, to 
January 17, 1973, the corporation willfully violated and 
Hershey willfully aided and abetted in violations of Sec- | 
tion 17(a)(3) of the Investment Company Act in that the 
corporation, an affiliated person of the fund, acting as 
principal, borrowed money from the fund; in addition, 
Hershey willfully aided and abetted in violations of Sec- 

tion 21(a) of that Act in that he caused the fund to in- 
directly lend money to the corporation in contravention 

of the fund’s stated investment policies. 


3. During the period from about June 1, 1971, to Janu- 

ary 17, 1973, Hershey willfully aided and abetted in vio- | 
lations of Sections 30(a) and 30(d) of the Investment 
Company Act and Rules 30a-1 and 30d-1 thereunder in 

that he caused the fund to fail to file timely annual re- 
ports with the Commission for the fiscal years ended 
January 31, 1971, and January 31, 1972, and to fail to 
transmit reports to its stockholders at least semi-annually. 


4. During the period from about May 23, 1969, to Janu- 
ary 17, 1973, Hershey willfully aided and abetted in vio- 
lations of Section 31(a) of the Investment Company Act 
and Rule 31a-1 thereunder, in that he caused the fund to 
fail to maintain separate ledger accounts for each broker- 
dealer with or through which portfolio transactions were 
effected and to fail to maintain a record for each fiscal 
quarter showing the specific basis upon which orders for 
the purchase and sale of portfolio securities were allocated 
to named brokers or dealers and the specific basis upon 
which brokerage commissions or other compensation were 
divided among them. During the period from about Febru- 
ary 1, 1972, to January 17, 1973, he caused the fund to 
fail to keep current other required books and records. 













5. During the period from January 1, 1972, to January 
17, 1973, the corporation willfully violated and Hershey 
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willfully aided and abetted in violations of Section 204 
of the Advisers Act and Rule 204-2(a) thereunder in that 
the corporation failed to keep current all required books 
and records, and did not make and keep true a record of 
every transaction in a security in which the corporation 
and any advisory representative of the corporation had, 
or by reason of such transaction acquired, any direct or 
indirect beneficial ownership. 


The offer of settlement provides among other things that 
the corporation’s registration as an investment adviser may 
be revoked; that Hershey may be barred from association 
with any broker, dealer or investment adviser and pro- 
hibited from serving or acting in any of the capacities 
specified in Section 9(b) of the Investment Company Act; 
and that none of the foregoing shall prevent Hershey from 
being so associated after one year from the entry of this 
order in a nonsupervisory capacity provided, that before 
entering into any such capacity Hershey applies for and 
obtains the approval of the Commission, subject to such 
supervision and other conditions as it may deem appropri- 
ate. 


In view of the foregoing, it is in the public interest to im- 
pose the sanctions specified in the offer of settlement. 


Accordingly, 1T 1S ORDERED, subject to the terms and 
conditions of the offer of settlement, that the registration 
of The Hershey Corporation as an investment adviser be, 
and it hereby is, revoked, and that Robert Scott Hershey 
be, and he hereby is, barred from association with any 
broker, dealer or investment adviser and prohibited from 
serving or acting in any of the capacities specified in Sec- 
tion 9(b) of the Investment Company Act. 


For the Commission, by the Office of Opinions and Re- 
view, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18038/July 23, 1973 


In the Matter of 


MICHIGAN WISCONSIN PIPE LINE COMPANY 
Detroit, Michigan 
(70-5307) 


SUPPLEMENTAL ORDER AUTHORIZING EXTENSION 
OF TIV= FOR SOLICITATION OF BONDHOLDERS’ 
CONSENTS 


Michigan Wisconsin Pipeline Company (‘Michigan Wiscon- 
sin’), a wholly-owned subsidiary of American Natural Gas 
Company, a registered holding company, has filed with 
this Commission a post-effective amendment to its de- 
Claration in this proceeding pursuant to Sections 6(a), 7 


and 12(e) of the Public Utility Holding Company Act of 
1935 (‘Act’) and Rules 62 and 65 promulgated there- 
under regarding the following proposed transactions. 


Michigan Wisconsin proposes to amend the provisions of 
its Mortgage and Deed of Trust (““Indenture’’), dated 
September 1, 1948, to (a) immediately increase the aggre- 
gate principal amount of bonds of all series which may at 
any one time be outstanding under and secured by the 
Indenture from $500,000,000 to $750,000,000 and (b) 
provide that such aggregate principal amount of bonds, 
which may at any one time be outstanding, may there- 
after be increased from time to time by a supplemental 
indenture or indentures executed and delivered to the 
trustee by Michigan Wisconsin pursuant to authorization 
by its Board of Directors, without the further consent of 
the bondholders. 


By order dated March 9, 1973 (Holding Company Act Re- 
lease No. 17904), the Commission authorized the solicita- 
tion of bondholders and amendment of the Indenture. As 
a result of the solicitation, Michigan Wisconsin states it 
has obtained the favorabie consent of approximately 60% 
of the principal amount of outstanding first mortgage 
pipe line bonds. The written consent of holders of at 

least 66-2/3% in principal amount of the outstanding 
bonds is required for the adoption of the proposed 
amendment. 1 


Michigan Wisconsin now requests, by way of a post-effec- 
tive amendment, that the Commission permit the solicita- 
tion of,such bondholders’ consents until October 1, 1973. 
No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Upon the basis of the facts in the record, it is hereby 
found that the applicable standards of the Act and the 
rules promulgated thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said declaration, as amended by said post- 
effective amendment, be permitted to become effective. 


IT IS ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said declaration, as now 
amended, be, and it hereby is, permitted to become ef- 
fective forthwith, subject to the terms and conditions pre- 
scribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 


lin a pending proceeding, Michigan Wisconsin proposes 
to sell an additional $50,000,000 principal amount of its 
first mortgage pipe line bonds (Holding Company Act 
Rel. No. 18029, July 10, 1973); such bonds, under the 
supplemental indenture filed in that proceeding, would 
neither vote upon the proposals that are the subject of 
this proceeding nor would their principal amount be 
aggregated in the sum of consents needed for the pro- 
posals. 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18039/July 23, 1973 


In the Matter of 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 
(70-5336) 


ORDER AUTHORIZING A GAS GATHERING AND 
TRANSMISSION AGREEMENT WITH NON- 
ASSOCIATE COMPANY AND GUARANTEE OF NON- 
ASSOCIATE’S RELATED NOTES 


Mississippi Power & Light Company (‘‘Mississippi’’), an 
electric utility subsidiary company of Middle South Utili- 
ties, Inc., a registered holding company, has filed an 
application-declaration and amendments thereto with this 
Commission pursuant to Sections 6(a), 7, and 10(c)(1) of 
the Public Utility Holding Company Act of 1935 (“Act’’) 
regarding the following proposed transactions. 


Mississippi proposes to enter into a Gas Gathering and 
Transmission Agreement (““Agreement’’) with Mississippi 
Fuel Company (“Fuelco’’), a non-associate service com- 
pany, which is a subsidiary of Mustang Fuel Corp., to pro- 
vide for construction of a pipeline which is to be dedi- 
cated to the transportation of gas purchased by Mississippi 
from the points of purchase to Mississippi’s generating sta- 
tions. Mississippi presently owns and operates four steam- 
electric stations, all of which are designed to burn natural 
gas as the principal fuel. In order to augment the supply 
of gas presently available under contracts for such stations, 
Mississippi has contracted to purchase: (1) gas from a gas 
processing plant in Ranken County, Mississippi, (2) a 
minimum of 200,000,000 MCF of the output of a new gas 
field in Copiah County, Mississippi, and (3) the entire 
output of the South State Line Field in Greene County, 
Mississippi. Under these contracts, it is estimated that 
15,000 MCF per day, and 54,000 MCF per day and 
10,000 MCF per day, respectively, will be available. With 
these and with other potential purchases of commercial 
quantities of natural gas that are expected to be within 
economic transportation distance, it is estimated that at 
least 100,000 MCF per day will be available at the end 

of the first five years’ operation. Mississippi has no ex- 
pertise in the construction and operation of pipelines 

and proposes to contract with Fuelco for the gathering 
and transportation of this gas over a pipeline system 
which is to be constructed, owned, financed and operated 
by Fuelco pursuant to the Agreement, with Mississippi 
having a right to direct such actions. Fuelco will also 
represent Mississippi in the acquisition of additional re- 
serves, conduct reserve studies, pay producers and royalty 
owners and perform certain other duties, as set forth in 
the Agreement. Initially, the proposed pipeline system 
including laterals will extend approximately 170 miles, 
from the South State Field to Mississippi’s Rex Brown 
Generating Station at Jackson, Mississippi, and will be 
further extended if and when sufficient quantities of gas 
are secured. The estimated cost of the initial pipeline and 
gathering facilities and working capital involved will be 
$9,500,000. 


Fuelco expects to finance construction of the facilities 
through the private placement of $9,500,000 of its notes 
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(‘Notes’) to be amortized over a 20-year period. Pursuant 
to the Agreement, Mississippi agrees to provide revenues 
to Fuelco on a monthly basis sufficient to cover debt ser- 
vice on the Notes and all of Fuelco’s operating and other 
expenses and taxes other than income taxes. In addition, 
the payments by Mississippi will provide Fuelco with a 
profit of 3/4 of one cent per MCF of gas delivered to any 
of Mississippi's generating stations. All items of compensa- 
tion (other than those based on capital cost and said 
profit to Fuelco) would be based on actual and allocated 
costs incurred by Fuelco. As a result of retaining the ser- 
vices of such an independent contractor to construct and 
operate said gas lines, Mississippi states that substantial 
financial and operating savings will.accrue. The proposed 
physical facilities will be exclusively owned by Fuelco, 
and Mississippi will have no rights to acquire them except 
in the event of cancellation by or refusal by Fuelco to 
renew the Agreement at the end of its twenty-year term 
or specified defaults in performance. Under these circum- 
stances, Mississippi would have the option of purchasing 
the facilities at the installed cost thereof less depreciation 
at five percent per annum, but in no event less than 
Fuelco’s then outstanding long-term debt. Mississippi pro- 
poses to charge the entire amounts paid to Fuelco under 
the Agreement to its Fuel Expense Account. 


Fuelco will annually file a form U-13E-1 pursuant to Rule 
95 promulgated under the Act. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promul- 
gated under the Act (Holding Company Act Release No. 
18010), and no hearing has been requested of or ordered 
by the Commission. Upon the basis of the facts in the 
record, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate 
in the public interest and in the interest of investors and 
consumers that said application-declaration, as amended, 
be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and the rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted, 
and permitted to become effective forthwith, subject to 
the terms and conditions prescribed in Rule 24 promul- 
gated under the Act. 


AND IT IS FURTHER ORDERED, that nothing in this 
order shall be construed as affecting in any manner the 
jurisdiction or authority of any other regulatory authority 
regarding rates, accounting, and similar matters. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


CNG DEVELOPMENT COMPANY, LTD. 

CNG PRODUCING COMPANY 

CONSOLIDATED NATURAL GAS SERVICE COM- 
PANY, INC. 

CONSOLIDATED SYSTEM LNG COMPANY 

CONSOLIDATED GAS SUPPLY CORPORATION 

THE EAST OHIO GAS COMPANY 

THE PEOPLES NATURAL GAS COMPANY 

THE RIVER GAS COMPANY 

WEST OHIO GAS COMPANY 

(70-5334) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARD- 
ING OPEN ACCOUNT ADVANCES BY HOLDING COM- 
PANY TO NON-UTILITY SUBSIDIARY 


NOTICE IS HEREBY GIVEN, that Consolidated Natural 
Gas Company (‘‘Consolidated’’), a registered holding com- 
pany, and the cther companies named above—all of which 
are wholly-owned subsidiary companies of Consolidated— 
have filed a post-effective amendment in this proceeding 
pursuant to Sections 6(a), 6(b), 7, 9(a), 10, 12(b) and 
12(f} of the Public Utility Holding Company Act of 1935 
(“Act”), and Rules 43, 45 and 50(a)(2) promulgated 
thereunder. All interested persons are referred to the 
application-declaration as heretofore amended and as 
further amended by said post-effective amendment for a 
complete statement of the subject matter of this proceed- 
ing. The post-effective amendment deals with the trans- 
action summarized below. 


By Order dated June 8, 1973 in this proceeding the Com- 
mission authorized,among other things, a number of intra- 
system financing transactions among Consolidated and 

said subsidiary companies. (See Holding Company Act Re- 
lease No. 17994). Those transactions included a proposed 
open account advance of $37,600,000 by Consolidated to 
Consolidated Gas Supply Corporation (‘Gas Supply’’), of 
which up to $26,000,000 would be used by Gas Supply 
to purchase an equal par amount of common stock of 
CNG Producing Company (“CNG Company”) to be 
applied by the latter toward its estimated capital require- 
ments for 1973. This three-sided transaction, however, was 
expressly subjected to the proviso that the Commission 
take favorable action upon another proceeding pending 
before it (File 70-5317) proposing, among other things, 
that CNG Company become a subsidiary of Gas Supply. 
Since the proceeding in File 70-5317 is still pending, 
applicants-declarants have filed a post-effective amend- 
ment to the instant proceeding proposing that a portion 
of CNG Company’s 1973 capital requirements be furnished 
directly by Consolidated for the purposes hereinafter set 
forth. . 


It is stated that in June 1973, CNG Company participated 
in successful group bids on oil-gas leases offered by the 
U.S. Department of the Interior in and about the Gulf of 
Mexico; and that on or before July 19, 1973 CNG Com- 
pany was required to pay a balance of $15,715,000 due 
on the June 1973 participation. To enable CNG Company 


to meet that obligation, Consolidated has made non- 
interest-bearing emergency advances aggregating $15,715, 
000 to CNG Company pursuant to Rule 45(b)(3) under 
the Act. In the post-effective amendment, Consolidated 
proposes to make non-interest-bearing open account ad- 
vances to CNG Company in a total amount of 
$16,315,000. CNG Company will use the proceeds to re- 
pay said emergency advances of $15,715,000 and to cover 
exploration expenditures in Canada (estimated at approxéi- 
mately $600,000) during the balance of 1973. Upon 
termination of the proceeding in File 7-5317, applicants- 
declarants will file a further amendment herein with re- 
spect to settlement of the proposed open account ad- 
vances to CNG Company. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the transaction proposed in this post-effective amend- 
ment; and that fees and expenses incurred in connection 
therewith are estimated at $250 for services rendered at 
cost by Consolidated Natural Gas Service Company, Inc. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 17, 1973, request in writing 
that a hearing be held on such matter, stating the nature 
of his interest, the reasons for such request, and the issues 
of fact or law raised by the amended application-declara- 
tion as further amended by said post-effective amendment 
which he desires to controvert; or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such request should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request should be served personal- 
ly or by mail (air mail if the person being served is located 
more than 500 miles from the point of mailing) upon the 
applicants-declarants at the above-stated address, and 
proof of service (by affidavit or, in case of an attorney- 
at-law, by certificate) would be filed with the request. At 
any time after said date, the application-declaration as 
amended by said post-effective amendment or as it may 
be further amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other 
action as it may deem appropriate. Persons who request 

a hearing or advice as to whether a hearing is ordered will 
receive notice of further developments in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Rel. No. 18041/July 27, 1973 


In the Matter of 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 
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MONONGAHELA POWER COMPANY 
Fairmont, West Virginia 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 
(70-5357) 


ORDER AUTHORIZING ISSUE AND SALE OF SHORT- 
TERM NOTES TO BANKS AND COMMERCIAL PAPER 
DEALERS AND EXCEPTION FROM COMPETITIVE 
BIDDING 


Monongahela Power Company (‘‘Monongahela’’), The 
Potomac Edison Company (‘‘PE’’), and West Penn Power 
Company (‘West Penn”), public-utility subsidiary com- 
panies of Allegheny Power System, Inc., a registered hold- 
ing company, have filed an application and an amendment 
thereto with this Commission pursuant to Section 6(b) of 
the Public Utility Holding Company Act of 1935 (’’Act’’) 
and Rule 50(a)(5) promulgated thereunder regarding the 
following proposed transactions. 


Monongahela, PE, and West Penn request permission to 
issue and sell short-term notes to banks and to dealers in 
commercial paper from time to time for the period July 
31, 1973, to December 31, 1974. Monongahela, PE, and 
West Penn also request that from the date of this applica- 
tion to December 31, 1974, the exemption from the pro- 
visions of Section 6(a) of the Act afforded to each of 
them by the first sentence of Section 6(b) of the Act be 
increased to the extent necessary to cover the issuance 
and sale of notes to banks and to dealers in commercial 
paper up to the following amounts: Monongahela- 


$35,000,000; PE-$40,000,000; and West Penn-$60,000,000. 


Monongahela, PE, and West Penn propose to issue, reissue, 
sell, and renew from time to time short-term notes to 
banks and to dealers in commercial paper prior to Decem- 
ber 31, 1974, provided that in no case shall any of such 
notes mature later than June 30, 1975. The proceeds from 
the issuance and sale of such notes will be used by each 
of the companies to reimburse its corporate treasury for 
past expenditures made in connection with its construc- 
tion program, to pay part of the cost of future construc- 
tion, and for other corporate purposes. The estimated 
gross construction expenditures for 1973, 1974, and 1975 
are estimated to total $135.8 million in the case of 
Monongahela, $121.9 million in the case of PE, and 
$224.6 million in the case of West Penn. 


Each note payable to a bank will be dated as of the date 
of the borrowing which it evidences, will mature not more 
than 270 days after the date of issuance or renewal there- 
of, will bear interest at the prime or comparable interest 
rate of the bank from which the borrowing is made, in 
effect at the time of issuance or in effect from time to 
time, and will be prepayable at any time without premium 
or penalty. The names of the banks from which such bor- 
rowings are proposed to be effected and the maximum 
amount of borrowings outstanding at any one time are as 
follows: 


MONONGAHELA 

First National City Bank $ 36,900,000 

Mellon National Bank & Trust Company 35,000,000 
$71,900,000 
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PE 


First National City Bank $ 67,000,000 
Chemical Bank 35,000,000 
Manufacturers Hanover Trust Company 2,500,000 
$104,500,000 
WEST PENN 
First National City Bank $ 65,000,000 
Mellon National Bank & Trust Company 35,000,000 
Pittsburgh National Bank 6,000,000 
The Chase Manhattan Bank N.A. 5,000,000 
$111,000,000 


The maximum amount of short-term notes outstanding at 
any one time will not, when taken together with any 
commercial paper outstanding, be in excess of $35,000,000 
in the case of Monongahela or $60,000,000 in the case of 
West Penn and in the case of PE will not, when taken to- 
gether with any commercial paper outstanding and any 
long-term unsecured debt outstanding, be in excess of 
$40,000,000 in each case including any notes which may 
be outstanding pursuant to prior orders of the Commis- 
sion. It is stated that Monongahela, PE, and West Penn 
maintain balances to meet regular operating requirements 
at these banks which vary in amount from time to time. 
If average balances were maintained solely to fulfill com- 
pensating balance requirements of major banks, approxi- 
mately 20%, the effective interest costs to each of the 
companies issuing and selling the notes on the basis of a 
prime commercial credit or comparable rate of 8.5% 
would be 10.625%. 


The commercial paper will be in the form of promissory 
notes in denominations of not less than $50,000 nor more 
than $5,000,000 and will be of varying maturities, with 
no maturity more than:270 days after the date of issue. 
None will be prepayable prior to maturity. The commer- 
cial paper notes will be sold directly to a dealer or dealers 
in commercial paper, designated by post-effective amend- 
ment by each of the companies, at a discount not in ex- 
cess of the discount rate per annum prevailing at the time 
of issuance for commercial paper of comparable quality 
and of the particular maturity. The dealer or dealers may 
reoffer the commercial paper at a discount rate of 1/8 of 
1% per annum less than the discount rate to Monongahela, 
PE, or West Penn. No commercial paper notes will be 
issued having a maturity of more than 90 days at an 
effective interest cost which exceeds the effective interest 
cost at which Monongahela, PE, or West Penn, as the case 
may be, is able to borrow the same amount from banks 
at that time. Such dealer or dealers will reoffer the com- 
mercial paper notes to not more than 200 of its or their 
customers identified and designated in a list for each com- 
pany (nonpublic) prepared in advance. It is expected that 
the commercial paper notes will be held by the customers 
to maturity, but if the customers wish to resell prior to 
maturity, the dealer or dealers, pursuant to a verbal repur- 
chase agreement, will repurchase the notes and reoffer 
them to others on said list. 


Monongahela, PE, and West Penn request an exception 
from the competitive bidding requirements of Rule 50 for 
the proposed issue and sale of its commercial paper pur- 
suant to paragraph (a)(5) thereof. Each applicant also re- 
quests authority to file certificates under Rule 24 with 
respect to the issue and sale of commercial p2per hereafter 
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consummated pursuant to this application on a quarter- 
ly basis. 














No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 


transactions. 


Due notice of the filing of said application has been given 
in the manner prescribed in Rule 23 promulgated under 
the Act (Holding Company Act Release No. 18023), and 
no hearing has been requested of or ordered by the Com- 
mission. Upon the basis of the facts in the record, it is 
hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public 
interest and in the interest of investors and consumers that 
said application, as amended, be granted: 


IT 1S ORDERED, pursuant to the applicable provisions of 
the Act and rules thereunder, that said application, as 
amended, be, and it hereby is, granted, effective forth- 
with, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act, except that the time 
for filing the certificates thereunder is extended as here- 
tofore indicated. 


For the Commission, by the Division of Corporate Regu- 
lation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7904/July 24, 1973 


In the Matter of 


IDS NEW DIMENSIONS FUND, INC. 
1000 Roanoke Building 

Minneapolis, Minnesota 55402 
(812-3473) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
EXEMPTING PROPOSED TRANSACTIONS FROM THE 
PROVISIONS OF SECTION 22(d) OF THE ACT AND 
RULE 22c-1 UNDER THE ACT 


IDS New Dimensions Fund, Inc. (the ““Fund’’), registered 
as a diversified, open-end management investment com- 
pany under the Investment Company Act of 1940 (the 
“Act’’), has filed an application pursuant to Section 6(c) 
of the Act for an exemption from Section 22(d) of the 
Act and Rule 22c-1 under the Act to permit a public 
offering of Fund shares in Japan to Japanese and other 
non-United States nationals in accordance with Japanese 
law and regulations, but at prices which may be based on 
previously determined net asset values plus sales charges 


which differ from these described in the prospectus of the 


Fund that is used in the United States. 


On July 3, 1973, a notice was issued of the filing of said 
application (Investment Company Act Release No. 7887). 
The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order disposing of the 
application might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. 

An amendment to the application was filed on July 16, 
1973. No request for a hearing has been filed, and the 
Commission has not ordered a hearing. 


The matter has been considered and it has been found 
that the granting of the requested exemption is necessary 
or appropriate in the public interest and consistent with 
the protection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act. 


IT IS ORDERED, pursuant to Section 6(c) of the Act, 
that the application for exemption from the provisions of 
Section 22(d) of the Act and Rule 22c-1 thereunder be, 
and it hereby is, granted, effective forthwith. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7905/July 26, 1973 


In the Matter of 


TRANSATLANTIC FUND LIMITED 
Room 215 

20 Exchange Place 

New York, New York 10005 
(811-1192) 


NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (‘‘Act’’), to declare by order upon its 
own motion that Transatlantic Fund Limited (‘Fund’), a 
corporation chartered under the Companies Act of 
Canada, and registered under the Act as an open-end, di- 
versified management investment company, has ceased to 
be an investment company as defined in the Act. 


Fund was organized in Canada on April 7, 1959, and pur- 
suant to an order of the Commission permitting registra- 
tion under the Act, Fund filed a Notification of Registra- 
tion on Form N-8A and a Registration Statement on 
Form N-8B-1 with the Commission on December 31, 
1962. 


Pursuant to shareholder approval, on October 31, 1963 
Fund transferred substantially all of its assets to its suc- 
cessor corporation, Transatlantic Fund, Inc. (‘Trans- 
atlantic’), a Maryland corporation also registered under 
the Act, in exchange for shares of Transatlantic’s common 
stock, which stock was thereupon distributed to Fund's 
shareholders and the Fund was subsequently dissolved. 
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Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
effectiveness of such order, which may be issued upon the 
Commission’s own motion where appropriate, the registra- 
tion of such company shall cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 21, 1973, at 5:30 p.m., sub- 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the Fund at the address stated 
above. Proof of service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, as 
provided by Rule O-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the matter 
herein may be issued upon the Commission’s own motion. 
Persons who request a hearing, or advice as to whether a 
hearing is ordered, will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7906/July 26, 1973 


In the Matter of 


FIRST DIVERSIFIED MUTUAL FUNDS, INC. 
475 Fifth Avenue 

New York, New York 10017 

(811-1910) 


NOTICE OF PROPOSAL TO TERMINATE 
REGISTRATION 


NOTICE IS HEREBY GIVEN that the Commission pro- 
poses, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“Act’’), to declare by order upon its 
own motion that First Diversified Mutual Funds, Inc. 
(“Fund”), a corporation organized under the laws of the 
State of New York, and registered under the Act as a 
closed-end, diversified management investment company, 
has ceased to be an investment company as defined in 
the Act. 


Fund was organized in New York on February 5, 1969 
and filed a Notification of Registration on Form N-8A 
and a Registration Statement on Form N-8B-1 under the 
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Act with the Commission on August 4, 1969. Fund also 
filed a Registration Statement on Form S-5 under the 
Securities Act of 1933 (‘1933 Act’’) on November 4, 
1969. However, that Registration Statement has never 
been declared effective, and Counsel for the Fund has in- 
formed the Commission that the Fund has no intention 
of offering its securities to the public or of otherwise en- 
gaging in the business of an investment company. 







Section 3(c)(1) of the Act excepts from the definition of 
“investment company” any issuer whose outstanding secu- 
rities are beneficially owned by not more than 100 persons 
and which is not making and does not presently propose 
to make a public offering of its securities. 


Section 8(f) of the Act provides, in pertinent part, that 
when the Commission, on its own motion, finds that a 
registered investment company has ceased to be an invest- 
ment company, it shall so declare by order, and upon the 
effectiveness of such order, which may be issued upon the 
Commission’s own motion where appropriate, the registra- 
tion of such company shall cease to be in effect. 





NOTICE IS FURTHER GIVEN that any interested person | 
may, not later than August 21, 1973, at 5:30 p.m., sub- f 
mit to the Commission in writing a request for a hearing 
on the matter accompanied by a statement as to the 
nature of his interest, the reasons for such request, and 
the issues of fact or law proposed to be controverted, or 
he may request that he be notified if the Commission 
should order a hearing thereon. Any such communication 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest shall be served personally or by mail (air mai! if the 
person being served is located more than 500 miles from 
the point of mailing) upon the Fund at the address stated 
above. Proof of service (by affidavit, or in case of an 
attorney-at-law, by certificate) shall be filed contempo- 
raneously with the request. At any time after said date, as 
provided by Rule O-5 of the Rules and Regulations pro- 
mulgated under the Act, an order disposing of the matter 
herein may be issued by the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further develop- 
ments in this matter, including the date of the hearing 

(if ordered) and any postponements thereof. 








For the Commission, by the Division of Investment Man- } 
agement Regulation, pursuant to delegated authority. [ 


Ronaid F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7907/July 26, 1973 


Ee EE 


In the Matter of 


FIRST BAY FUND 
c/o James Leter Hillman, Esquire 


111 Broadway, Suite 203 
Oakland, California 94607 ’ 
(811-2085) 
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ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 








On June 26, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7873) stating that the Commission 
proposes, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (‘Act’), to declare by order upon its 
own motion that First Bay Fund ("Fund’’) has ceased to 
be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating reg- 
istration might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of First Bay Fund under the 
Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7908/July 26, 1973 


In the Matter of 


BAY CAPITAL FUND 

c/o James Lester Hillman, Esquire 
111 Broadway, Suite 203 
Oakland, California 94607 
(811-2061) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On June 26, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7871) stating that the Commission 


proposes, pursuant to Section 8(f) of the Investment Com- 


pany Act of 1940 (‘*Act’’), to declare by order upon its 
own motion that Bay Capital Fund (‘“Fund’’) has ceased 
to be an investment company as defined in the Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating reg- 
istration might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


* 
IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Bay Capital Fund under 
the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 






Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7909/July 26, 1973 


In the Matter of 


BAY APPRECIATION FUND 
c/o James Lester Hillman, Esquire 
111 Broadway, Suite 203 
Oakland, California 94607 
(811-2086) 


ORDER TERMINATING REGISTRATION PURSUANT 
TO SECTION 8(f) OF THE ACT 


On June 26, 1973, a notice was issued (Investment Com- 
pany Act Release No. 7872) stating that the Commission 
proposes, pursuant to Section 8(f) of the Investment Com- 
pany Act of 1940 (“‘Act’’), to declare by order upon its 
own motion that Bay Appreciation Fund (‘’Fund’’) has 
ceased to be an investment company as defined in the 
Act. 


The notice gave interested persons an opportunity to re- 
quest a hearing and stated that an order terminating reg- 
istration might be issued upon the basis of the informa- 
tion stated therein unless a hearing should be ordered. 
No request for a hearing has been filed and the Commis- 
sion has not ordered a hearing. 


The matter having been considered, it is found that Fund 
has ceased to be an investment company. Accordingly, 


IT IS HEREBY ORDERED, pursuant to Section 8(f) of 
the Act, that the registration of Bay Appreciation Fund 
under the Act shall forthwith cease to be in effect. 


For the Commission, by the Division of Investment Man- 
agement Regulation, pursuant to delegated authority. 


Ronald F. Hunt 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Rel. No. 7910/July 27, 1973 


See Securities Exchange Act Release No. 10303/July 27, 
1973. 
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INVESTMENT ADVISERS ACT OF 1940 
Rel. No. 386/July 27, 1973 
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See Securities Exchange Act Release No. 10303/July 27, 


1973. 
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Litigation Release No. 5982/July 23, 1973 


U.S. v. CARL MARTIN BRANDENFELS, ROBERT V. 
GNAPP AND KENNETH H. GROVE (W.D. Wa. Criminal 
Action No. 252-72D2) 


Stan Pitkin, United States Attorney for the Western Dis- 
trict of Washington and Jack H. Bookey, Administrator 
of the Seattle Regional Office, announced that on July 6, 
1973 a Federal Jury sitting in Seattle, Washington, re- 
turned a verdict of guilty against Carl Martin Brandenfels 
of Bellevue, Washington, on one count of conspiracy and 
seven counts of aiding and abetting the embezzlement of 
assets of Northwest Guaranty Savings and Loan Associa- 
tion of Seattle, Washington in violation of Title 18 U.S.C. 
Section 657. 


> 
The indictment charged that Brandenfels, Kenneth H. 
Grove, Robert V. Gnapp, and James R. Wornstaff, named 
as a co-conspirator, but not as a defendant, utilized assets 
of the Association to purchase the controlling stock of 
the Association for Grove, and to finance various sub- 
standard real estate ventures and developments of Bran- 
denfels, Gnapp, and Wornstaff. 


The verdict was returned after a 4-week trial. The case 
was presented by Jerald Olsen, Assistant United States 
Attorney, Seattle, Washington. 


Prior to the trial of Brandenfels, Robert V. Gnapp entered 
a plea of guilty to one count of falsely making a certif- 
icate of deposit purporting to be an obligation of North- 
west Guaranty Savings and Loan Association in violation 
of Title 18 U.S.C. Section 493. 


The Department of State has requested the Brazilian 
Government to extradict Kenneth H. Grove. It has been 
ascertained that Grove is in custody awaiting the decision 
of the Supreme Court of Brazil. 


For further information see Litigation Release No.5561. 





Litigation Release No. 5983/July 23, 1973 


SEC v. ALDERSGATE FOUNDATION, INC. et al. 
(M.D. Fla. Civil Action No. 7386-Orl.) 


Jule B. Greene, Administrator, and Michael J. Stewart, 
Associate Administrator, of the Atlanta Regional Office 
of the Securities and Exchange Commission, today an- 
nounced that on July 18, 1973, the Honorable George C. 
Young, United States District Judge for the Middle Dis- 
trict of Florida (Orlando Division) on complaint of the 
Commission, entered an order permanently enjoining 
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Aldersgate Foundation, Inc. (‘Aldersgate’), M. Fred 
Toms, George A. Gant, J. Craig Biddle and Fred W. 
Hallauer from further violations of the anti-fraud provi- 
sions of the Securities Act of 1933 and the Securities Ex- 
change Act of 1934, in connection with the offer and 
sale of First Mortgage 7 Percent Sinking Fund Bonds of 
Aldersgate. 


The Court further ordered that a management committee 
for Aldersgate be appointed by Combank of Winter Haven, 
Florida, the Trustee under the Bond indentures. This 
committee shall consist of three persons who shall have 
substantial experience in financing or in the housing in- 
dustry and not be a trustee, officer or employee of 
Aldersgate. 


According to the order, the management committee must 
approve, among other things, commitments by the Board 
of Trustees to construct housing, medical and nursing care 
facilities which may require capital disbursements in ex- 
cess of $20,000; changes in rentals and other periodic 
charges made to those who occupy the facilities owned by 
Aldersgate and employment of or payment to executive 
Or Management personnel or organizations which involve 
annual compensation exceeding $15,000. Moreover, the 
committee must file with the Court statements of finan- 
cial condition and a review of operations and progress 
report on at least a six-month basis, commencing with the 
period ending on February 28, 1974. 


The Commission's Prayer for Appointment of a Receiver 
has not been acted upon by the Court and is being held 
in abeyance pending the reporting requirements imposed 
upon the management committee. 


The defendants, without admitting or denying the allega- 
tions of the Complaint, consented to entry of the Order. 


For further information, see Litigation Releases 5845 and 
5852. 





Litigation Release No. 5984/July 23, 1973 
SEC v. BEN CAMPO dba CAMPO & CO. (D. AZ) 


Gerald E. Boltz, Administrator of the Los Angeles Re- 
gional Office of the Securities and Exchange Commission, 
today announced that on July 16, 1973, Honorable Wil- 
liam P. Copple, United States District Judge for the Dis- 
trict of Arizona, at Phoenix, signed an order, upon con- 
sent, granting the Securities and Exchange Commission 
teave to amend its complaint against Ben Campo, dba 
Campo & Co. The amended complaint, filed on that day, 
charges both Sidney Steinberg and Ben Campo with viola- 
tions of Section 15(b)(1) of the Securities Exchange Act 
of 1934, and request that the Court issue an order enjoin- 
ing and restraining the defendants from violating that pro- 
vision. All orders previously entered in the case will re- 
main in effect until such time as the Court orders other- 
wise. 





Litigation Release No. 5985/July 23, 1973 
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U.S. v. UNITED AUSTRALIAN OIL, INC. et al. 
(N.D. Tex.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 


and Frank McCown, United States Attorney for the North- 


ern District of Texas, today jointly announced that on 
July 13, 1973, federal district judge Sarah T. Hughes, in 
Dallas, Texas, sentenced Wallace L. Hammer, a/k/a J. B. 
Roach, of Scottsdale, Arizona, to five years imprisonment 
and a $10,000 fine with an additional five years on pro- 
bation to run consecutively with a previously imposed 
five-year prison sentence for tax evasion, and Edward J. 
Prince, of Chicago, Illinois, to three years imprisonment 
with an additional five years on probation and a $15,000 
fine of which $5,000 is to be paid immediately and the 
remainder prior to his release from prison. 


On June 19, 1973, a Dallas federal jury had found Ham- 
mer guilty of 17 counts of a 42-count indictment, and 
Prince guilty of 4 counts of the same indictment. The in- 
dictment, which was returned on April 5, 1973, charged 
18 individuals and United Australian Oil, Inc., Dallas, 
Texas, with securities fraud, mail fraud, violation of the 
registration provisions of the federal securities laws, and 
conspiracy to violate those statutes. 


Judge Hughes also sentenced on July 13, 1973, the fol- 
lowing 11 individuals, all of whom had plead guilty to 
one or more counts of the same indictment: 


Ernest O. Blakeway, 
a $5,000 fine; 


Dallas, Texas, 5 years probation and 


Clarence S. Burch, Houston, Texas, 4 years imprisonment 
with an additional 5 years on probation and a $5,000 
fine; 


Gerald F. Burch, Dallas, Texas, 5 years imprisonment with 
an additional 5 years on probation and a $10,000 fine; 


Doyen D. Golding, Jacksonville, Texas, 4 years imprison- 
ment; 


Newton Lee Campbell, a/k/a Walter E. Hendricks, of 
Houston, Texas, 5 years imprisonment and a $5,000 fine; 


Neva J. Jackson, of Scottsdale, Arizona, 5 years imprison- 
ment and a $5,000 fine; the Court suspended all but 60 
days of the sentence with the balance to be served on 
probation; 


Kenneth Mjaaland, of Dallas, Texas, 5 years on probation 
and a $1,000 fine; 


Roy J. Pray, Canon City, Colorado, 5 years on probation 
and a $5,000 fine; 


Warren W. Stepp, Springfield, Missouri, 3 years on‘ proba- 
tion and a $1,000 fine; 


W. Lee Thompson, of Dallas, Texas, 3 years on probation 
and a $2,000 fine; 


Hardy Buford Todd, of Oklahoma City, Oklahoma, 5 
years imprisonment and a $5,000 fine. 





United Australian Oil, Inc. will be sentenced on July 20, 
1973. The trial of the remaining five defendants is sched- 
uled for September 10, 1973. 


For additional information, see Litigation Release Nos. 
4001, 4314, 4315, 4349, 4374, 4384, 4408, 4531 and 
5946. See also Securities Exchange Act Release No. 8666. 





Litigation Release No. 5986/July 23, 1973 


SEC v. R. V. CLARK — FIRST OF IOWA CORP. 
(N.D. E. Div., IIl., Civil Action No. 73C-996) 


John |. Mayer, Administrator, Chicago Regional Office, 
Securities and Exchange Commission, announced that on 
July 18, 1973, the Honorable Richard B. Austin, Federal 
Judge in Chicago, entered an order permanently enjoining 
R. V. Clark — First of lowa Corp., a securities broker and 
dealer, Chicago, Illinois, from violating the net capital re- 
quirements for brokers and dealers in securities as pro- 
vided in the Securities Exchange Act of 1934, and from 
violating, while registered as a broker and dealer in secu- 
rities and while engaging in or undertaking to engage in 
transactions in securities, the bookkeeping provisions and 
financial reporting requirements under the Exchange Act. 
The order further prohibits the defendant from transfer- 
ring, selling, assigning, pledging or otherwise disposing of 
the firm's assets and property until further order of the 
Court except for disbursements for clerical assistance. The 
defendant consented to the entry of the final judgment of 
permanent injunction without admitting or denying the 
allegations in the Commission’s complaint which was filed 
on April 18, 1973. 


For further information, see Litigation Release No. 5862. 





Litigation Release No. 5987/July 23, 1973 


SEC v. FINANCIAL METHODS, INC. (D. Minn. Civil 
Action No. 4-73, 365) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, today 
announced the filing of a civil injunctive complaint on 
July 18, 1973 in Federal District Court at Minneapolis, 
Minnesota against Financial Methods, Inc., a registered 
broker-dealer, of Minneapolis, Minnesota. The Complaint 
charged the defendant Financial Methods, Inc., with viola- 
tion of the Commission’s net capital rule. 


A hearing has been scheduled before Judge Miles W. Lord 
on July 25, 1973 at 2:00 P.M. 





Litigation Release No. 5988/July 23, 1973 
SEC v. WEIS SECURITIES, INC. (S.D.N.Y.) 
William D. Moran, Administrator of the New York Re- 


gional Office, and Paul J. Curran, United States Attorney 
for the Southern District of New York, announced that 
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on July 16, 1973 a federal grand jury returned indict- 
ments against five officers of Weis Securities, Inc. Named 
as defendants were Arthur Levine, Hewlet, New York, 
Chairman of the Board; Sol Leit, New York, New York, 
president; Alan Solomon, Scarsdale, New York, treasurer 
and executive vice-president; Joel Kubie, Linden, New 
Jersey, comptroller; and Robert Lynn, Englishtown, New 
Jersey, assistant comptroller and as of March 30, 1973, 
comptroller of Weis. 


The 18 count indictment charged the defendants with 
conspiracy to violate and substantive violations of the 
bookkeeping, financial reporting and anti-fraud provisions 
of the federal securities laws for their activities in connec- 
tion with allegedly falsifying the books and records and 
financial reports of Weis, a broker-dealer currently being 
liquidated pursuant to the Securities Investor Protection 
Act of 1970. Weis, itself, was named as a co-conspirator 
but not as a defendant. In addition, the defendants were 
charged with mail fraud in connection with the mailing of 
false and misleading financial statements of Weis to the 
firm’s customers. Levine was also charged with falsely 
stating under oath to the Commission that the report of 
Weis’ financial condition filed with the Commission in 
July 1972 was, to the best of his knowledge and belief, 
true and correct. 


The indictment alleged that the defendants conspired to, 
and in fact, made false entries upon the books and rec- 
ords of Weis from March 1972 until May 1973 in an 
attempt to conceal the firm’s losses and worsening net 
capital condition. The indictment further charged that the 
financial report filed with the Commission in July 1972 
disclosed that for the fiscal year ended May 26, 1972 
Weis had a profit of $1.7 million when in fact the firm 
had sustained a loss of in excess of $1.5 million thereby 
falsifying Weis’ financial condition in the approximate 
amount of three million dollars. 


Previously, Weis and the five defendants had been perma- 
nently enjoined from further violations of the bookkeep- 
ing, financial reporting, reserve requirement, and anti-fraud 
provisions of the federal securities laws. 


For further information, see Litigation Release No. 5906. 





Litigation Release No. 5989/July 23, 1973 


SEC v. SPENCE & GREEN CHEMICAL COMPANY, 
et al. (S.D. Tx.) 


Robert F. Watson, Administrator of the Fort Worth Re- 
gional Office of the Securities and Exchange Commission, 
today announced that the Commission filed a Complaint 


against the Spence & Green Chemical Company of Crosby, 


Texas, Andrew Spence, Sr., its president, and James I. 
Farmer, an accountant and director of the company. The 
Commission filed the action on July 16, 1973 in the 
United States District Court for the Southern District of 
Texas, at Houston, before the Honorable Carl O. Bue, Jr., 
United States District Judge. The Complaint seeks a tem- 
porary restraining order and a permanent injunction to en- 
join the named defendants from further violations of the 
registration requirements and anti-fraud provisions of the 
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Securities Act of 1933 and the anti-fraud provisions of 
the Securities Exchange Act of 1934 and the Commission 
rules thereunder. The Commission's complaint also seeks 
the appointment by the Court of a Receiver for Spence & 
Green Chemical Company. On July 18, 1973, the Court 
entered a restraining order against further violations by 

the defendants as prayed for in the complaint. The request 
for appointment of a Temporary Receiver and the motion 
on the preliminary injunction will be heard on July 27, 
1973. 





Litigation Release No. 5990/July 23, 1973 
SEC v. LEONARD COOPER, et al. (S.D.N.Y.) 


William D. Moran, Administrator of the New York Re- 
gional Office of the Securities and Exchange Commission 
announced that on July 19, 1973, the Honorable Edward 
Weinfeld, United States District Judge for the Southern 
District of New York, signed an order of Preliminary In- 
junction against Ramon D’Onofrio of St. Petersburg, 
Florida, now temporarily residing in Lindenhurst, New 
York, and his sister Joanne Daly of Lindenhurst, New 
York. The order enjoins defendants D'Onofrio and Daly 
from further violations of Sections 5(a), 5(c) and 17(a) of 
the Securities Act of 1933 and Section 10(b) of the Secu- 
rities Exchange Act of 1934, and Rule 10b-5 thereunder 
in connection with the offer and sale of the common 
stock of Meridian Fast Food Services, Inc., now known as 
Radiation Service Associates, Inc., or any other security. 


The Commission’s Complaint filed on June 7, 1973 
alleged that D'Onofrio, Daly and others participated in an 
elaborate scheme to defraud the investing public, by 
among other things, placing all the publicly offered shares 
of Meridian with a selected group of nominee accounts 
preparatory and to a manipulation of the over-the-counter 
trading in the stock. The Complaint alleged that as a re- 
sult of such manipulated trading the price of Meridian 
common stock was artificially elevated from its offering 
price of $5 per share in June 1971 to its high asked price 
of $20 per share on February 15, 1972 when trading in 
the stock was suspended by the Commission. The Com- 
plaint also, among other things, alleged that D'Onofrio and 
Daly had obtained Meridian’s assets through their nominee, 
Ravin Industries, Inc., for virtually no consideration and 
then immediately proceeded to sell the assets back to a 
Meridian officer and others for a substantial amount which 
innured to their personal benefits. 


For further information, see Litigation Release No. 5931. 





Litigation Release No. 5991/July 24, 1973 


U.S. v. STRUB, D’ONOFRIO, VAN AKEN, HERBERT 
AND ROSENTHAL 


The United States Attorney for the Southern District of 
New York and the Securities and Exchange Commission 
(“Commission”) announced that on July 9, 1973, an 

eight count bribery and securities fraud indictment was 
filed in Manhattan Federal Court which charged the fol- 
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lowing defendants with criminal violations of law in con- 
nection with the purchase, sale and manipulation of the 
common stock of Health Evaluation Systems, Inc. 
(“Health’’). 


1. William |. Strub (“Strub’’), 45, formerly of Glen Cove, 
Long Island, New York, who was employed in 1969 and 
1970 as a senior vice president in charge of the foreign 
department of R. W. Pressprich & Co., Inc. and more re- 
cently was employed at Tucker Anthony & R.L. Day; 


2. Ramon N. D’Onofrio (“‘D’Onofrio”’), 43, of Linden- 
hurst, Long Island, a partner in the investment and pro- 
motion firm of D'Onofrio and Kirschbaum, Inc., of New 
York, and of D’Onofrio - Feeney, A.G. and Herbert & 
D'Onofrio, A.G., of Zurich, Switzerland, who was recently 
returned to the United States after the United States had 
started extradition proceedings against him in London, 
England; 


3. George C. Van Aken (“Van Aken’), 34, of Mallord 
Drive, Lloyd Neck, New York, who was formerly a part- 
ner in the brokerage firm of Baerwald and DeBoer; 


4. Alfred Herbert (‘‘Herbert’’) of Rapperswille, Switzer- 
land, formerly an officer of Bank Hofmann, A.G. in 
Zurich, Switzerland, and a partner of D’Onofrio in 
Herbert & D’Onofrio in Zurich; ‘and, 


5. Peter Rosenthal (‘‘Rosenthal’’), 34, of the Kettles, Cove 
Neck, Long Island, New York, formerly a partner of 
Baerwald and DeBoer and more recently a securities sales- 
man at Greenman & Co., a New York broker-dealer. 


The indictment charges that from March of 1970, Van 
Aken, D’Onofrio and Rosenthal, artifically raised and 
thereby manipulated the price of the common stock of 
Health. In connection with the manipulation, Van Aken 
accumulated approximately 20,000 shares of the stock, a 
substantial portion of which he had acquired at prices 
between $1 and $5 per share, and in cooperation with 
D'Onofrio, placed this block position in an account at 
Bank Hofmann in Zurich which was controlled by Herbert 
and D'Onofrio. Thereafter as the price of Health stock 
continued to rise in the United States, Van Aken entered 
into an agreement with Strub wherein if Strub would 
place 20,000 shares with his customers’ accounts, he 
would be paid a $70,000 cash bribe. Strub thereafter, on 
April 29, and May 11, 1970, caused his clients at the 
Bank in Langenthal and Suez International Investment 
Corp., to each purchase 10,000 shares of Health stock at 
$18 per share and he thereafter received the $70,000 cash 
bribe from Van Aken. On June 25, 1970, the Commission 
suspended public trading in the stock when it was quoted 
at approximately $20 per share. During the period from 
May through July, 1970, Van Aken, D’Onofrio and 
Herbert split up the profits after expenses from the sale 
of the Health stock to Strub’s clients. 


The defendants, if convicted, face maximum sentences of 
five years in prison and a $10,000 fine on the conspiracy 
and bribery counts and lesser penalties on the securities 
fraud counts. 





Litigation Release No. 5992/July 24, 1973 


U.S. v. AKIYOSHI YAMADA (S.D.N.Y.) 


On June 26, 1973, in Federal Court in New York City, 
N.Y., United States District Court Judge Irving Ben Coop- 
er sentenced Akiyoshi Yamada (‘’Yamada”) to two years 
in prison and fined him $30,000 following his guilty pleas 
to various charges of three indictments and/or informa- 
tions which alleged that he had conspired to violate and 
engaged in violations of the Federal securities laws. These 
actions filed in the United States District Court for the 
Southern District of New York, in summary, alleged that: 


1. Yamada participated in the public offering of the secu- 
rities of Lady Goldie Bracelets Co., Inc., and, along with 
others arranged for an underwriting of these securities in 
return for payments of secret compensation in the amount 
of $75,000 to himself and others (72 CR 363); 


2. Yamada and others had obtained and dissipated 
$480,000 of a public corporation’s cash. Thereafter, an 
annual report (Form 10-K) was filed with the Securities 
and Exchange Commission in July 1970, for the corpora- 
tion (Microthermal Applications, Inc.) which falsely in- 
dicated that these funds were invested in certificates of 
deposit. In connection with the filing of this report, 
Yamada participated with others in arranging to conceal 
from the corporation’s shareholders and the public that 
these funds had previously been dissipated, and engaged 
in a scheme to pay-off accountants to falsely certify to 
the corporation’s financial statements which incorrectly 
reflected that the certificates of deposit existed (73 CR 
426); and 


3. Yamada and others in 1970, engaged in the manipula- 
tion of the price of the common stock of Health Evalua- 
tion Systerns, Inc., which manipulation caused an off- 
shore fund which they managed and public shareholders 
who had purchased the stock to lose substantially all of 
their investment (73 CR 427). 


Subsequent to his period of confinement, Judge Cooper 
ordered Yamada to be placed on probation for five years 
with the understanding that his ““moral deportment is to 
be watched even if Yamada earns $50 a week”. As a pro- 
vision of the probation, Yamada shall not engage as an 
officer, director, agent or other juduciary in the discre- 
tionary investment or management of the funds or assets 
of others, and shall not directly or indirectly deal in any 
publicly traded securities without prior consent of the 
Court. See also Litigation Releases 5753, 5768, 5773, 
5853, and 5971. 





Litigation Release No. 5993/July 25, 1973 


U.S. v. CARL MARTIN BRANDENFELS, ROBERT V. 
GNAPP AND KENNETH H. GROVE (W.D. Wn.) 


Stan Pitkin, United States Attorney for the Western Dis- 
trict of Washington and Jack H. Bookey, Administrator of 
the Seattle Regional Office, announced that on July 20, 
1973, the Honorable Walter T. McGovern, United States 
District Judge, Western District of Washington, sentenced 
Robert V. Gnapp, Bellevue, Washington to three years in fed- 
eral prison. The imposition of sentence was a result of 
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Gnapp’s plea of guilty to one count of falsely making a 
certificate of deposit purporting to be an obligation of 
Northwest Guaranty Savings and Loan Association of 
Seattle, Washington. 


The indictment charged that Gnapp, Carl Martin Branden- 
fels and Kenneth H. Grove, former president of North- 
west Guaranty, utilized assets of the Association to pur- 
chase the controlling stock of the Association for Grove, 
and to finance sub-standard real estate ventures of Gnapp 
and Brandenfels. 


Brandenfels, after a four week trial, was convicted on one 
count of conspiracy and seven counts of aiding and abet- 
ting the embezzlement of assets of Northwest Guaranty. 
Sentence has been set for August 17, 1973. 


Grove, who fled to Brazil in May 1971 is in custody there 
awaiting the outcome of an extradition hearing. 





Litigation Release No. 5994/July 26, 1973 
SEC v. ARTHUR LIPPER CORP. (S.D.N.Y.) 


The Securities and Exchange Commission announced that 
on July 24, 1973, Judge Lee P. Gagliardi of the United 
States District Court for the Southern District of New 
York entered Findings of Fact, Conclusions of Law and 
an Order, upon consent, in the Commission’s action 
against Arthur Lipper Corp. (“Lipper Corp.’’) and others. 


The Commission's action was instituted in 1969 against 
10S, Ltd. (S.A.) ("10S"), 11 T Management Company, 
Fonditalia Management Company, Mel Rosen, Johannes 
Melse and Lipper Corp., alleging that each of these de- 
fendants had violated the registration requirements of Sec- 
tion 5 of the Securities Act, 15 U.S.C. 77e, in connection 
with the sale of securities of Revenue Properties Com- 
pany, Limited, a Canadian corporation, in 1969. On 
August 14, 1969, each of the defendants, with the excep- 
tion of Lipper Corp., consented to the entry of a perma- 
nent injunction prohibiting them from future violations 
of the Securities Act registration provisions. 


In an undertaking filed with the court today, Lipper 

Corp. consented to the entry of a finding that it had vio- 
lated the registration provisions of the Securities Act in 
connection with the sale by 1OS of certain shares of 
Revenue Properties Company. Pursuant to its undertaking, 
Lipper Corp. has agreed that it will not engage in future 
violations of the registration provisions of the Securities 
Act in connection with the sale of Revenue Properties 
stock or any other security, and has also agreed that viola- 
tions of its undertaking shall be punishable by the court 
as a contempt. In light of the Findings of Fact and Con- 
clusions of Law entered therein, the action was, upon con- 
sent of the parties, otherwise dismissed. The court retained 
jurisdiction of the matter, however, to enter further 
orders with respect to Lipper Corp.’s undertaking as 
might, from time to time, become appropriate. 





Litigation Release No. 5995/July 26, 1973 
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SEC v. WESTGATE-CALIFORNIA CORPORATION 
(S.D. Cal.) 


The Securities and Exchange Commission announced that 
on July 23, 1973 the Honorable Leland C. Neilsen, Judge 
U.S. District Court for the Southern District of California, 
entered a Stipulation and Order in the matter of Securities 
and Exchange Commission v. Westgate-California Corpora- 
tion. Such Stipulation and Order was agreed to by the de- 
fendants without admitting or denying the plaintiff's 
allegations as an interim arrangement pending a hearing 

on the matter scheduled for October 16, 1973. 


The Stipulation and Order provides that: 


1. The defendants in the action shall not violate those 
provisions of the Federal securities laws set out in the 
Commission’s Complaint; 


2. Defendants Smith and Coen and entities owned or con- 
trolled by them, except United States National Bank, shall 
not purchase or sell securities of Westgate or United 
States National Bank without prior notice to the Com- 
mission; 


3. Westgate, Smith and Toft and those acting for them 
shall not disburse or commit Westgate’s assets or funds 
for the benefit of other defendants or persons affiliated 
with those other defendants, except for: 


(a) disbursements or commitments in the ordinary 
course of business not in excess of $100,000 as to any 
single transaction; 


(b) disbursements or payments in the ordinary course 
of business in connection with the acquisition of raw 
materials and the processing for sale of food products; or 


(c) any other disbursements or commitments made 
after three days prior notice to the Commission. 


4. Coen and BCIC shall not dispose of any asset of BCIC 
to any other defendant without notice to the Commission. 
Further if a sale or disposition of an asset of BCIC in- 
volves any guarantee or similar arrangement by any other 
defendant, notice and an opportunity to object must be 
given to the Commission at least ten (10) days prior to 
such transaction. If the Commission then objects to the 
transaction, court approval must be obtained for consum- 
mation of the transaction. 


5. Further, any sale or other disposition of a Westgate 
asset wherein any defendant agrees to reacquire such asset 
at its option, indemnify the purchaser against loss, or 
guarantee a profit to the purchaser shall not be completed 
until the terms be reduced to writing and presented to the 
Board of Directors of Westgate for approval and defendant 
Westgate shall submit copies of the minutes of its Board 
of Directors to the Commission five days prior to the 
consummation of any such transaction. 


6. Westgate shall place an additional director on its Board 
of Directors who shall also be a member of the Executive 
and, at his option, a member of the Audit Committee. 
Such director, in addition to reports to the Court as re- 
quested by the Court or as he deems the normal duties 
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and responsibilities of the other directors of Westgate, 
shall be given the responsibility of submitting reports to 
them and to the parties as required by the Court or as he 
deems appropriate. Further, such director may, at his 
option, be elected as a director of any subsidiary of West- 
gate with the same rights, liabilities and duties as with 
respect to Westgate. 


The Judge further ordered that a pre-trial conference be 
held on Monday, October 1, 1973. 





Litigation Release No. 5996/July 26, 1973 
SEC v. WILLIAM A. REYNER (F.D. Mich.) 


John |. Mayer, Administrator of the Chicago Regional 
Office of the Securities and Exchange Commission, an- 
nounced that on July 13, 1973 the U.S. District Court at 
Detroit, Michigan entered a Final Judgment (Permanent 
Injunction), permanently enjoining William A. Reyner, in- 
dividually and doing business as Apex Oil Company, from 
further violations of the registration and anti-fraud provi- 
sions of the federal securities laws. The defendant con- 
sented to the entry of the permanent injunction without 
admitting or denying the allegations in the Commission's 
complaint. 


The complaint alleged that from about February 1, 1971, 
Reyner, a resident of Ypsilanti, Michigan, had been offer- 
ing and selling securities in the form of fractional, un- 
divided interests in oil and gas leaseholds in Tennessee, in 
the name of Apex Oil Company, an assumed name, and 
that such securities were not registered with the Commis- 
sion as required by the Securities Act of 1933. 


The complaint also alleged that in the offer and sale of 
these securities, the defendant made material misstate- 
ments and omitted to state material facts to purchasers 
and prospective purchasers, concerning, among other 
things, the use and application of proceeds from sales; the 
legal status of Apex; and the acreage on which the de- 
fendant and/or Apex held oil and gas leases. 


See also Litigation Release No. 5964. 





Litigation Release No. 5997/July 26, 1973 


STATE OF FLORIDA v. JOSEPH G. BARRY 
(7th Judicial Circuit of Florida, Putnam County) 


Jule B. Greene, Administrator of the Atlanta Regional 
Office of the Securities and Exchange Commission, and 
Stephen L. Boyles, State Attorney for the Seventh Judi- 
cial Circuit of Florida, today announced that on July 20, 
1973 a Putnam County, Florida jury found Joseph G. 
Barry of Jacksonville guilty of grand larceny and forgery 
in connection with his operation of Joseph G. Barry and 
Sons, Inc., a Daytona Beach securities firm now in bank- 
ruptcy. Sentencing was postponed pending a pre-sentence 
investigation. 


The evidence leading to Barry’s indictment and conviction 


was developed in a joint investigation by the State Attor- 
ney’s office and the Commission’s Atlanta office. Assistant 
State Attorney Horace Smith prosecuted the case. 


For further information see Litigation Release No. 5388. 





Litigation Release No. 5998/July 26, 1973 
SEC v. NEWPORT SECURITIES CORP., et al. (C.D. Ca.) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office of the Securities and Exchange Commission, on July 
23, 1973, announced that on July 18, 1973 the Honorable 
Judge William Matthew Byrne, Jr., United States District 
Judge at Los Angeles, permanently enjoined DCS Financial 
Corporation of Rochester, New York from further viola- 
tions of the anti-fraud provisions of the Securities Act of 
1933 and the Securities Exchange Act of 1934 in connec- 
tion with a manipulation of the common stock of that 
company. 


Newport Securities Corporation, Martin Susson, and Sey- 
mour Vigman of Newport Beach, California; Roy O. Daw- 
son of Fountain Valley, California; and A. Gurdon Wolfson 
of Corona Del Mar, California had been previously enjoined 
by consent in connection with the same action. A perma- 
nent injunction was denied as to Isadore Diamond of 
Rochester, New York. 





Litigation Release No. 5999/July 27, 1973 
U.S. v. BOBBIE C. CUNNINGHAM (N.D. III.) 


James R. Thompson, United States Attorney for the North- 
ern District of Illinois, the United States Postal Inspection 
Service and John |. Mayer, Administrator of the Chicago 
Regional Office of the Securities and Exchange Commis- 
sion, announced that on July 19, 1973, the Postal Inspec- 
tion Service filed a complaint before United States Magis- 
trate James T. Balog, at Chicago, IIlinois charging Bobbie C. 
Cunningham, president of Damon Security Investments 
Company, Inc., Chicago, Illinois, a registered investment ad- 
viser, with criminal violations of the Mail Fraud statute in 
connection with his advisory and investment services. Fol- 
lowing the filing of the complaint, Magistrate Balog issued a 
warrant for the arrest of Cunningham. 


The complaint, alleged, among other things that a represent- 
ative of Damon Security Investments Company, Inc., on or 
about March 28, 1972 induced a member of the public to 
turn over money to the firm for investment management 
purposes upon the representation that the investor could 
not lose his principal investment. The complaint further 
alleges that when the investor subsequently attempted to 
withdraw his funds, he found the firm’s office closed and 
that Cunningham had disappeared. The complaint also al- 
leges that Cunningham, as part of the scheme to defraud, 
had on file with the Securities and Exchange Commission an 
application for the registration of his firm as an investment 
adviser which falsely represented that he did not have ac- 
cess to clients’ funds or securities. 

The Securities and Exchange Commission has cooperated 
with the United States Attorney’s Office and the United 
States Postal Inspection Service in the investigation and 
development of this matter. 
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